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(PROCEEDINGS TAKEN ON DECEMBER 16th, 1964) 


= O& fF © 


MR. WEIR: Your Honour, with your indulgence, 
and the indulgence of Counsel present, I would call at this 
time the Alberta Livestock Commissioner, Mr. W. H. T. Mead. 
He has come all the way down from Edmonton, and would like 

to leave as soon as possible, if this is alright. 

THE COURT: Alright. 

MR. WEIR: Mr. Mead. 

W. H, T. MBAD, having first been 
duly sworn, examined by Mr. Weir, testified as follows: 
What is your name? | 
Mead, W. H. T. 

And your occupation, Mr. Mead? 

Position of Livestock Commissioner with the Department 
of Agriculture, Alberta. 

Mr. Mead, approximately how many feeder associations 
operated last year under government guarantee? 

36, 

Have you knowledge about how many feeder associations 
operated last year outside of the government guarantee? 
I think there were five. I can't be positive of that 
because we are not responsible for them, and general 
knowledge, there were five. 

Would you please outline briefly the regulations under 
which the government guaranteed feeder associations 


operated? 
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The regulations are in two forms, one covering associations 
that operate with an annual guarantee, that is a guarantee 
that is provided each year, and the other is a form of 
guarantee that is continuous, in other words, operates on 
from year to year at the same guarantee. 

Certain basic principles in these 
regulations are the same. 

Dealing first with the annual 
guarantee, The Department of Agriculture provides, first 
of alloin these regulations, for a Provincial Supervisor. 

The Provincial Supervisor'seduty 
is to maintain a constant contact with the associations, 
to deal with and process and make recommendations with 
respect to guarantees, to visit associations, to attend the 
annual meetings of the groups. I would point out that these 
groups are organized under the Co-operative Associations Act, 
to meet with their Board of Directors from time to time, to 
visit associations with regard to inspection, discussions 
with the supervisor, with the secretary, with the manager 
of the loaning institution with which they have their loan, 
and generally a supervision of the organizations. 

The organization he visits, at times, 
we strive for twice a year, visits to associations, sometimes 
ere ,cwhereii eelersnare! visited..--I don't imply by that that 
all feedersyare visited, but on the basis of discussion with 


the local supervisor, the local secretary, or the bank 
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manager, certain feeders may be visited where there may 
appear to be a problem. 

Now, in this connection, with the feeders that are visited, 
who makes the selection of the feeders to be visited? 

This can be done in either of two or three ways. Normally, 
the normal procedure is when our supervisor visits an area 
where there is a feeder association he would probably contact 
the secretary in the first instance, and the supervisor, and 
as these.associations are normally scattered over fairly wide 
territory an most cases, his discussion with the supervisor 
would indicate probably certain feeders that the supervisor 
would like him to visit. It may be a feeding problem, it 

may be a matter of water, or feed, or something: of this kind, 
but the supervisor, in practically ell cases, whll visit other 
feeders in, and through his duties over the years, of -course, 
get to know a great many feeders. 

Other feeders that he selects, himself--- 

Thats «right. 

At the time? 

Phae! as heieliiny Siu. 

At the time of the visit. Now, would you explain the amount 
of the loan that the feeder can obtain through one of these 
government guaranteed feeder associations, and if it’s ever 
been changed, the amount of the--- 

This is common to both types of associations, sir. The loan 


limit to a new feeder who hasn't fed through a feeder 
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association previously is $3,000.00 for his first year. 
To any feeder that has fed one or more years through a 
feeder association it's $6,000.00. 

This has been changed over the 
years, It has been as high as $4,000.00 and $7,000.00, 
and has been, in the earlier days of feeder associations 
when livestock was much cheaper, it was at a lower figure. 

This is based generally on the, 
an amount that will cover the cost to a, what we refer to 
as an experienced feeder, a man with limited experience, 
of course, if he has had one year, but the $6,000.00, or 
the upper limit is related to the cost of a carload of 
cattle, or a liner load, which fits into a practical 
transportation proposition, and there have been many 
representations to set this limit higher, the Department 
has seen fit to maintain a limit that is somewhat 
commensurate with the size of business that most of these 
feeders operate. 

Now, these limits of $3,000.00 and $6,000.00, respectively, 
have they been unchanged, let's say, within the past six 
to eight years? 

L egulant* say, exactly, sir, but.I would think they were 
changed about five or six years ago. 

ik Se@n 


Reduced. 


Reduced to that figure of $3,000.00 and $6,000.00 respectively. 
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Yes. 

Now, what is the position in connection with these 

government guaranteed feeder associations with regard to 
advances to individual feeders? 

There have been in, to my knowledge, mostly in one 
association, a few advances. It is definitely an 

exception, it's not a regular practice, and to my, knowledge 
an advance has not been made except where a feeder had had 
cattle and sold a portion of them and had a portion remaining, 
and to my knowledge, there has been no case where they advance 
plus the value of the cattle that he has left is greater than 
the estimated value of the cattle. 

We don't like advances, but if they 
are properly protected it is difficult to say that in, certain 
cases that it may not be practical if it.is properly protected. 
THE COURT: If a man sold half his cattle and 
had the other half left, and they were near the top, then it 
would be safe to--- 

That's correct, Your Honour, and I think in.that case it 
would be, generally speaking, a case where there may have 
been a mis-estimate of feed, and to bring the balance of 
these cattle to their maximum value that an advance has 
been made. 

MR. WEIR: Now, letts take an example of, let 
us say, if I were a feeder and in the second year I obtain 


this loan of $6,000.00 to buy the cattle. Would they be in 
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my name, or in the, the cattle in the association's name? 

AY -+No, the cattle are never in your name, and this is something 
that we try very conscientiously to maintain, is a constant 
understanding that these cattle at no time ever belong to 
the feeder. 

What about branding, and branding problems? 
This is a clause that is contained in the regulations, and 
each feeder association is required to register a registered 
brand, and the regulations call for all cattle under association 
contract to be branded with the brand of the association. 

This, sir, is a difficult problem at 
times, and it has to do with a great many practical things, 
and we attempt to forcefully, well, I shouldn't say forcefully, 
but have the local supervision, the local Board of Directors 
very conscious of this need, because it is, without proper 
branding it sets up the possibility for an isolated ‘cdse of 
difficulty in the association. I think we get a very high 
proportion of cattle branded, but one of the difficulties 
is that a feeder that has such a good reputation in his 
community, and, for honesty, that the association perhaps, 
being made up of local government, so to speak, is reluctant 
maybe to put the pressure on an outstanding individual, a 
man who has had a very good record with a number of years 
feeding in the association. This would be one of the 
dmenicitieter I. think-<- | 


Q I take it that-it would cost you quite a bit more money if 
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the policy were that thé cattle would have to be branded 
with the association brand before the delivery? 

I think this is what prevents what you migltt ’eall va 
dictatorial approach to the question of branding, is 

that some cattle go direct from one farm to ‘a ‘feeder , 

and in bad weather conditions and this type of thing, to 
avoid putting extra charges against these cattle the 
association will authorize feeders to brand their own cattle, 
and sometimes he doesn't pick up the irons as promptly as 
he should, and I think this is the vype*of difficulty that 
we have in trying to attain a 100% branding Jobe 

Weuld it be fair--- I"m gerry. 

In the case where the association may purchase cattle from 
aman, who in turn feeds them himself, there is a clause 
common to both regulations that states that the association 
may do this, but they are limited to the payment of two- 
thirds of the value of the cattle at the time of purchase, 
and an association, as a whole, may not have more than 20% 
of the cattle in there association purchased in this manner, 
and in this case, the associations are quite adamant on this 
question of branding with the association brand, because in 
a great many cases they also carry.the brand of the man who 
owns them. 

THE COURT: You are speaking of a case where, 
Town eattle, T want to feed them, °I go an to you and say 


give me some money to feed them, is that right? So then 
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I transfer the cattle to you? 
They are transferred to the feeder association, yes. 
To the feeder association, and in that case you insist on 
branding? 
That’s right, and the association is allowed to pay him not 
more than two-thirds of the estimated value of the cattle, 
which, of course, the evaluations are made, generally speaking, 
by the supervisor, that is his job. 
MR. WEIR: The. local supervisora-- 
To do a job of buying for that association. 
Yes.»»The lecal supervisor? 
That’s right, yes. 
Ts there a security fund of any description? 
In the continuous guarantee association, yes. We recognize 
the continuous association as being, probably a greater, 
having a greater risk fact than an annual guarantee, and 
under the continuous guarantee the regulations call for a 
member making application for cattle, when his application 
is approved, to deposit $200.00 on a loan up to and 
including $2,000.00 with the association. In the case of 
a loan from $2,000.00 to $3,000.00 he deposits $300.00, and 
— loan from $3,000.00 to $6,000.00 he deposits $400.00. 

) We require that this be in actual 
money, that the association maintain this as a collective 
security fund, and that,in the case of any loss in an 


association that this fund be depleted before any payment is 
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made on a guarantee, 

In practice, most associations 
have this fund invested in an investment that can be 
returned in a short period, be liquidated. 
As a feeder, how much time would I normally have to pay off 
a loan, or what would be the eutside Limit of time? 
The regulations call, in the annual guarantee, that, I think 
these two things are associated, that the association may 
not purchase any cattle for any member after the end of 
February in each year. They must have their accounts cleaned 


up, their cattle must be sold by the end of August. 


THE COURT: When does the feeding year start? 
THE WITNESS: I beg your pardon? 
THE COURT: When does the feeding year start? 


No association on an annual guarantee can get their guarantee 
before the lst of August. 

Well, the feeding year then, starts in the fall? 

That's inmehé fall, yes. 

And you must complete the purchase by February? 

that's fight, Your Honour, 

And then you must. sell by=-- 

By the end of August. 

End of August. 

Now, this gives the local Board a little leeway, depending 
on the type of community they are in. 


if they're in an wirrirgation district, 
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for example, it may. be tied up with beet harvest, and beet 


tep availability, and all this type of thing, and they may 


want their cattle a little later. An association may cut 


off their buying deadline earlier than the end of February, 
if they like, or they may cut off their selling deadline 
earlier ‘than the end of August. 

MR. MOSCOVICH: If they so wish. 

THE WITNESS: Some associations that are in an 
area where they like to get their cattle earlier may cut 
their deadline off earlier so that their selling deadline, 
so they can have their annual meeting and their audit and 
get cleaned up in order to have their guarantee available 
by the lst of August. 

MR. WELR: Well, one final question, Mr. Mead. 
Is there any supervision made, whatsoever, over feeder 
associations not so covered by the government guarantee, 
by this provincial--- 

By our. department,’ no. 

Lest 

No. 

Is there any constant supervision that you know of by any 
other department of government? 

Well, I would assume, sir, that this would be, would come 
under the normal supervision that the Department of 

Tad etaiesy in the Co-operative Branch, would apply toa 


co-operative, in the normal manner, but they require their 





* 


eae ‘ia4 t¢ ite ei dg Man “OUTRO Ait nee, Bee ue py Bo 


,bpaom .h 4 bow) wt ‘iabink arin , Liev ALM 















ane.) Bi Jae ar saed. dviw ef 


a 
Nee fone tan (bald? Yo oqys ehridlie “ist seein oe aps " 


+ 
ove vem nolJaxinvates fA 16) {hides Heh daa sy _ 


gutiposh aaiilea rhedt to. 2.2 Nem wa? 20 hala sae AE o) * ¥ 
ye BUA “ita wid sacs! Toads, ‘ r 

neaiw oe Yeur i “a ; 

wz \4 i : TAM: am 2 ‘ m, 


te. fl 778 Jehd epgiznrtaoes fla is 


iyo vom relives affras titans ‘os SRR pore, ol 


ponitihesy achkifes tied) mah7 oe wiseee He ap bibedb, wl 
ee Situs vier ite wittem Lavan oe PAS 300 xa om 





ast 9° 


Sidtiteve sotvetaim vied? ovis aan ak qe Danae ya 
 , eal _  taugah te aaah Mg 


qnhoe't reve “ei 2 thw , obra aa ae ba adel 


ed 


qa” VA. “ke were ey sala eli om 


on hiwuw rad stoi piste ut hi 


f 


Me tnemtaeged ea” it cakes | 
so Ylgas bil lid tonal oun va : 


wheats “ens yar’ Sts ni Tet 


= 268 - 


returns and their annual reports, in this type of thing. 
But apart from filing documents you are not aware of any 
other check? 

I couldn't say, sir. Not with our department. 

IT have no further questions. Have you any questions, Your 
Honour? 

THE COURT: Does your department permit 
cow-calf ‘deals, at all? 

No, Our regulations state that no, a feeder association 
may not purchase cows for use, or female cattle or sheep 
over one year of age. 

This, in their normal trading 
patterns pretty well confined this to the purchase of calves 
and ewe lambs in the fall of the year when the calves are 
going into the feed lots and moving. 

This is, it*s completely intentional, 
in that our regulations are based on the principles of feeding 
cattle, and on improving the quality and the weight of 
cattle as rapidly as this can be done, and thereby reduce the 
risk of reduction in value. 

Do you permit any hog feeding? 
No, 
No hog feeding at all, eh. 
Any questions, gentlemen? 
MR. MOSCOVICH: May I ask a couple of questions? 
THE COURT: Yes. 


iO URC SS A CC a CDC OS CIC iM CeO eee 


= 269 - 


MR. MOSCOVICH CROSS EXAMINES THE WITNESS: 
Mr, Mead, you knew the Central Feeders of Lethbridge, 
Alberta? 
I:have been fairly familiar with them, yes. 
And how does the Central Feeders make any money? How do 
they hope to make money in their dealings? 
Sir, I could only assume that this, in feeding, anyone 
hoping to>-make money, they are tied up with certain 
principles, and that is buying cattle as well as they can 
be purchased, and getting gains on these cattle as economically 
as possible to increase their weight and to increase the 
quality, and to put these cattle on the best market that you 
can. 

This is the only way I know how to 
make money feeding cattle. 
How do you lose it? 
Well, of course, there are ways of losing money in the cattle 
business that is beyond the control of the feeder, and this 
is-usually.in the price spread, or failure to get a price 
spread. 
I agree with you. 
And in losing nee? iG¢* can’ b6 lost,-I think, in making~baa@ 
judgment as far as price possibilities, in other words, 
estimating futures, and maybe holding cattle, and working 
only for gain does not increase quality, and it also can be 


lost, probably, in bad buying. 





Bee Net iy bee yeaa a. ee 


rLLanp 2 vot ae sand Veh ae co 



























os 


te Sas 


ee 
- KOS 
2 i ee 


MAM guia wirioasan at 


it wont wey, . bea 1M 
i 7 [ ° - 
. . 


he ate bee 


ize? gistet meat nye |) 
8 it $h% eect: wot UMA 

oom Stam 67 eqdon.yses 

musene YlG Gavdonl.. ai & 

Tae A nam Aer OC: aria ms 
1 2k ted Soe  ~Boeigss stay 

ils 
! Ve ae  beaeiiomg af 
intmw 3! ; mort wp? oid beatd. 4a, 
ittao ae ig, oF Sore »~V SLi 


Les 


ao Barbee) suri asen, . 

ib ool woy ob woH a 

Lo oVew aa0 ote penuen ty flew A 

Les \ wake bru a mA dons enentend : 
> /Deoeqe eovg ear al yiteuaw et 
| con ie -beopya 

HON Afiw sous | oi 

 teol ad no ft Yonom air. © . Po been ‘h 


citdineoqy aolte £6 hl as PROV oe 
m if 


MS 
ie ve | f* : 
“ a? ee 7 is f ng © ‘ ry 


a 


‘ay a a bi ayes “i 





© 


Oo - OH LF 


- 270 - 


We recognize this continually, 
that probably the best, or the most important thing you 
do in buying, in. the cattle feeding business, is to buy 
properly, buy well. 
And you.can lost money in this feeders business if the 
foot and mouth disease hits it suddenly? 
THE COURT: Well, that's pretty general 
knowledge, Mr. Moscovich, that there were large, very 
large losses in 1951. 
MR. MOSCOVICH: Thank you very. much, Your Honour. 

And you can lose it if the market 
drops in the cattle can’t you? 
That's true. 
Now, you.knew the Central Feeders Association of Lethbridge 
somewhat? 
Yes sir. 
And is that considered a large feeding organization in 
theee- 
Yess, 6ints 
And it did a good job for the farmers in this community? 
I think that would be accepted, yes. 
And in a day when large organizations take over the business, 
e Lethbridge Central Feeders did good work for the 
ordinary farmer and members of the association? 
I think that -would be the truth. 


Did you know Mr. Stewart W. Hatch? 
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Yes sir: 

Didn't you consider him an able supervisor? 

Ledids 

Thank you very much, 

THE, COURT: Mr ,o== 

MR. WEIR: I was just going to mention, I 
believe Mr. Mead has some regulations, Your Honour, if you 
would like to have them entered as exhibits. 

THE COURT: Perhaps we should have them entered. 
Those are the regulations dealing with government supervisors? 
MR. WEIR: Yes. 

THE WITNESS: And there are two sets, one dealing 
with the association operating under annual guarantee, and 
the other-=-- | 

MR. WEIR: These are the regulations affecting 
the government guaranteed feeders association. 

MR. MOSCOVICH: Yes. 

MR. WEIR: And the two types. What letter 


prefix will we use with these? 


THE COURT: ey 

MR. WEIR: Pardon? 

THE GOURT ; G, for government. 
MR. MOSCOVICH: Gel, 

THE COURT: G-l and G-2. 


EXHIBIT G-1l and G-=2 
Regulations affecting the government 
guaranteed feeders association. 
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TRE COURT ; Mr. Mead, there are various, I 

want a little education. There are various reasons for 
feeding cattle, and keeping cattle, and the one you mentioned 
was to finish them for market, and that'ts an intensive 
feeding operation, is it? 

Tteee 

In'a lot, in a.feedlot? 

We,-our cattle feeding picture has changed considerably in 
recent years, and we recognize probably a third party in the 
cattle industry now, who increases the weights of cattle from 
the cow-calf ranch operator, and in a great many cases does 
not really finally finish these cattle. 

Well, you have the calf coming off the ranch, or off the 
farm, and then it goes in to, you say a second man? 

In a great many cases, they do. 

Alright. Now, what does he do, and when does he get it? 
Normally he gets these calves, he gets them in the fall or 

he gets them in the spring, and his normal process is to 
either winter these calves at a fairly low level of 
nutrition to keep them healthy, and maybe with some gainre- 
How much gain would he put on during the winter if he's not 
feeding-+- 

Well, he may not put on any gain, sir. 

May not put on any gain? 

His main object is to put his gain on in the summer on grass, 


which is recognized as the cheapest way that we can put gain 
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on cattle. 

Now, if I put in a large number of calves with a farmer in 
the fall for the purpose of merely holding them during the 
Winter on a per pound gain, cost per pound gain, it shouldn't 
cost me too much money to carry them until the spring? 

No, that's right. 

But af then I left them there for the summer and the weight 
of gain increases, then it would cost me considerable money? 
You mean to keep them on dry feed in the summer, sir, or to 
put them back on grass? 

Well, I don't know. 

Well, this is the main purpose of this individual, is to get 
these cattle on grass in a healthy state. 

Yes. 

And they can make these gains in summer. 

And then what happens in the summer? 

Well, in most cases, I would say in the majority of cases 
this man has been a cog in the production machine at that 
stage, and then he puts these cattle on the market as feeder 
yearlings, get around 700, 650 to 800 pounds, probably, and 
then the feedlot operator, the actual finisher of cattle 
would pick them up at that stage. 

Im. the spring? 

In the fall. 

Im the fall,.oh. 


These would normally be short keep cattle for him, or 
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reasonably short keep cattle. 

Well, let me get this in my mind very clearly, then. In 
the fall the calves weigh approximately--- 

About 400 pounds, in that area. 

400 pounds, They are carried over the winter and perhaps 
gain nothing, or gain a hundred? 

He probably wouldn't shoot for over a pound a day, anyway, 
but maybe-=- 

Well, that would be about 100 pounds? 

Lesss’ That's ‘right. 

Alright, then they come onto grass in the spring, let's say, 
around 500 pounds, and they are carried by this man, whoever 
is feeding them on grass, until they get up to about 700? 
In that neighborhood. 

In that neighborhood. 

Some better, some less, depending on the grass condition. 
Alright. So then they are taken into the feedlot operator 
then, to finish, Is that the normal operation? 

I would say a majority are handled that way. Some of these 
people who buy these calves and carry them through the 
summer would maybe actually feed these cattle in his own 
feedlot. 

Yes, if they have got the whole operation. 

If he is equipped, and he has the feed, and #? vehi seul ehad s 
type of business he would maybe feed these himself. 


Well, that’s the thing I want to get in my mind now, is that 
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there are some cases where, in the summertime, after they 
have been on grass, by, say me, and you are a feedlot 
operator, then I would transfer them to you and you would 
finish them off, put on the next 300, or 300 pounds? 

That's right. 

And that would be the reason then for one feeder in this 
association transferring cattle to another feeder, say, at 
the 700 pound level? 

LT wouldn't-knew, sir. It could be. 

I mean, we have, I have noticed in these records quite a 
few cases where one feeder has, one member of the association, 
the cattle have gone from him to another member, and I have 
been trying to figure out the reason, and apparently that's 
one of the reasons, isn't it? 

I couldn't state definitely whether it is. It could be. 

It could be. It could be a reasonable reason. 

I would relate this to our own association where this 
wouldn't be possible without a clean up, because these people, 
where they are in an annual guarantee association, ora 
continuous guarantee association are required to make a 
financial statement with the association each year, and in 
this case he would, if they were transferred to another 
member it would be a new contract, and this process that 
you outlined, where a calf goes through the winter and the 
summer on grass and is re-fed again is roughly a 15 month 


proposition, and we, in our associations, work on a 12 month 
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cycle. 

In a continuous guarantee, if the 
Operator buys cattle, at the time he buys cattle sets the 
date of his 12 months, and even though he may have a 
subsequent purchase, and still not above his $6,000.00 he 
accounts for both of these groups of cattle 12 months 
dating from his first purchase, and if they were transferred 
to another feeder it would become a settlement with the 
association by the first feeder and a new contract with 
the second feeder. 
Yes. He would have to pay out? 
that's right, yes. 
Yes, Under no circumstances, I presume, would an association 
by government guarantee undertake to finance a livestock 
dealer. 
Well, in the philosophy of our operation of these we would 
just stop this association, because this is getting outside 
the area of cattle feeding, and that is where we, we have 
been criticized for holding this administration, if you like, 
to the line with cattle feeding. 
And you wouldn’t help a.person to stock a farm in any way? 
No sir, that is the reason for our regulation that they may 
not buy females above a certain age. 
Well, perhaps, Mr. Mead, after this horrible example, you 
will have evidence to support you in the continued operation 


in the way you're going. 
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Thank you very much. 
Thank’ you, sir. 
MR. PROWSE: May [--- 
THE COURT: Yes, oh, I am sorry. 
MR. PROWSE CROSS EXAMINES THE WITNESS: 
Mr, Mead, your plan of operation under that, these guaranteed 
government loans is just a vulnerable as this association was 
if you have. a dishonest secretary? 
T'would say that any organization can be vulnerable, sir, if 
dishonesty works in. 
Now=s<= 
Now, I don't know if that answers your question. 
Yes. 
T'guess, I would say yes. 
TOs. 
This would depend on how much supervision, but I think any 
association is vulnerable, or can be vulnerable to dishonesty 
at any level. 
Now, what does the government do? Do you have fieldmen from 
your department who go out and do brand checks? 
Our supervisor, as I have explained earlier, is the man who 
has the direct contact with the actual operation in the 
feeder association. 
Yes, and I believe that you have said that when he comes 
down he contacts the secretary of the association? 


And he has access to their books at all times. 
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Yes, and the Secretary tells you all cattle are branded? 
No, this would be a matter that he would discuss with the 
supervisor. 

With--- 

The local supervisor. 

With the Local supervisor? 

LEBee 

Who may or may not be the secretary of the association? 
That's right. He is not the secretary. 

And in that way you can, you do admit that possibly some 
of your associations, the cattle can be out without being 


branded? 


I would say there are. This is a point that I think I tried 


to make. I'm not sure I made myself clear, but it is a most 


difficult thing to guarantee that every lot of cattle are 
branded with the association brand. 

That s,all. 

THE COURT: Has the government ever been 
called on under the guarantee? 

Yes: sir. 

There has been loss? 

Yessir. 

Serious, ore-= 

Yes. Following the foot and mouth outbreak in 1952. 
Yes, 


The government paid guarantees to eight associations, 
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under the guarantees. 

As a result of the foot and mouth disease? 

That *semight, sir. 

Yes. 

There has only been one other account that has been, that 
has come under a guarantee, and that was an account in an 
association that was very hard hit by the foot and mouth 
disease; and operated only one year after the foot and 
mouth disease outbreak. 

Too bad you didn't pay the guarantee on this one after the 
foot and mouth disease. 

Thatts all, thanks. 

(WITNESS STANDS DOWN) 
MR. WEIR: Mr, Williams. 

JOHN ANDREW WILLIAMS, having 
already been duly sworn, recalled, testified as follows: 
MR. WEIR: You are still under oath, 

Mr. Williams. I. have. just--- 

THE WITNESS: Mr. Weir, before you proceed may 
I just see what document it is that you have for that 
exhibit that was turned in as our audit program for 1963. 
I had *61 and *63, and. I think I inadvertently pulled you 
out *61, because I have '63 here. 

Is this .the typed--- 

MR. MOSCOVICH: A+-19, or A-20. 

THE COURT: A=20. 
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CLERK OF THE COURT: A=20, I have worksheets for '63 
audit. 
THE COURT: Well, the Court Reporter had 


them, did he bring them all back? 

We will check it and make sure. 
THE WITNESS: IT had two side by side here in 
my briefcase, and I feel, sir, that I maybe pulled out 
'61, instead of 63. 
MR. WEIR: Mr, Williams, I have just one 
more question. You mentioned to me quite some time ago 
about the Craddock account. Would you mention this account 
again to us today? 
Yes, We were acting for Mr. C. W. Craddock during December 
of 1962. Now, Mr. Craddock operates on a cash basis, and 
from an income tax point of view it was important to pay on 
part of his account with the association prior to the year 
end in 1962, and about 4 p-m. on Thursday, December the 27th, 
1962, I telephoned Mr. Hatch, and asked them if Mr. Craddock 
could give them a cheque before the end of December for 
$20,000.00, which was to apply on his account of better than 
$35,000.00, and then return a like amount to him as an advance 
in the new year, and he says "Sure, send him out." 
Now, because Mr. Craddock was on a cash basis it moved some 
of his tax liability from 1962 to 1963, and I would like to 
add, also, that this account has not been a problem account, 


and the association has been paid out in full on it 
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Did you ever follow through in the books of the association 
to see if the, these monies in question could have been used 
for, let us say, reducing the balance of some of the difficult 
accounts? 

Are you referring to the account $hagatinave just cited, or-= 
Yes, well, we already have evidence of certain monies that 
were put in on deposit that were used to reduce the balances 
of some of the difficult accounts in the association, where 
the amounts of the outstanding balances were higher than the 
authorized amount, and monies put in on deposit were used to 
reduce that. Did you follow these particular monies, at all? 
Well, we weren’t too aware of that up until this year end. 

We weren’t too aware of that being a, much of a practice of 
the association, to be honest with you. 

I have no further questions, Your Honour. 

THE COURT: Well, just--- No, I will wait until 
you are through. 

MR. MOSCOVICH: May I start now, Your Honour? 

THE COURT: Well, I thought maybe Mr. Prowse 
may want to. Oh, did you wish to? 

MR. LEITCH: Sir, before Mr. Moscovich begins his 
cross examination I would like to know whether his client, 
Mr, Hatch, intends to appear as a witness in accordance with 
the inquiry’s directions, and if, sir, Mr. Moscovich is 
unable to assure us that his client will appear as a witness 


sn accordance with those directions I have an application i 
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would like to make, 

MR, MOSCOVICH: My client has not been asked to 
come until next month. I can*t give my undertaking that he 
will) be here, and I am acting for him just like I would be 
for any other person in this investigation. 

MR. WEIR: Your Honour, I would like to make 
one point in this particular regard. I have sent two letters 
of invitation to Mr. Moscovich's client, Mr. Hatch, and in 
both those letters.I have indicated the dates of the 
commencement of the hearing, and when they will be adjourned 
and commenced again in January, and I have indicated that I 
would be only too pleased to attempt to re-arrange the 
schedule to accommodate him, so there was no specific date 
that I suggested for him. I want to emphasize that. 

THE COURT: Have you heard from.him, Mr. --- 
MR. WEIR: No, I have not received any 
communications, Your Honour, whatsoever, in answer to either 
of my two letters. 

THE COURT: You see, the point, Mr. Moscovich, 
4s this: That this Commission cannot bring Mr. Hatch back, 
this is not a criminal trial, there is no question of 
extradition. He can appear or he cannot appear, as he likes. 
MR. MOSCOVICH: Quite so. 

THE. COURT; But this whole investigation, the 
three weeks we are spending is. as a result, apparently, of 


his.actions. 
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MR. MOSCOVICH: Well, you asked me, or my learned 


friend asked me if I can undertake that he be here. 


THE COURT: No, you can’t do that. 
MR. MOSCOVICH: I can’t say--- 
MR. LEITCH: No’ 'sir3®T did not ask’ for Mr. 


Moscovich'’s undertaking, and I very carefully didn't use 
the word, undertaking. 

What I think we really require here 
is an assurance from Mr. Moscovich that his client intends to 
be here. and in the absence of that assurance, sir, this is 
my application: I am applying for an order that Mr. Hatch's 
counsel not be permitted to take any further part in these 
proceedings until this inquiry has had the proper assurance, 
and just what that may be is perhaps a question For ‘the 
inquiry, that Mr. Hatch is going to appear as a witness. 

Now, sir, I base this application 
on two grounds, and the first’ ground is simply legal. That 
is, in these circumstances he has no legal right to be 
represented on this inquiry by Counsel. 

And my second basis, sir, is not 
legal in substance. It is simply this: That it is unjust 
to everyone connected with this hearing to have Mr. Hatch 
flaunt its jurisdiction by being absent in person and 
present by Counsel, and now, sir, I would like to, in 
support of my legal argument, refer you to a couple of 


authorities, sir, which I think are very relevant, and the 
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first is Henry Langworthy, this is 1887, Three Times Law 
Reports, 826. 

Essentially, sir, I equate this 
is not a court, so the matter is a bit different than it 
is in a court proceeding, but essentially I equate 
sir, Mr. Hatch’s refusal to answer the Commissions inquiries, 
invitations, or directions, and to today give us the assurance 
to someone who is in contempt of court, and those who are in 
contempt have no right of audience before a court, and 
incidentally,sir, this Henry Langworthy case, which is a 
bankruptcy matter, has some amazing similarities and facts 
with the present situation, and with Your Honour'ts permission, 
sir, I would just like to read the judgment in this case, 
it’s relatively short, and it involves, sir, a bankruptcy 
proceeding where a bankrupt was staying out of the country. 
Now, in conjunction with the bankruptcy proceedings there 
was also a breach of promise proceeding, and I think the 
judgment there, there was some difficulty about making the 
claim in bankruptcy, and here, sir, is the decision of the 
English Court of Appeal which consisted.of. Lord Esher, 
Master of the Rolls, Lord Linley, and Lord Lopes, and this 
is what was said. 

Master of the Rolls said that it 
seemed to him that the application.asked the Court to do 
what the bankrupt. is now doing, mainly, to shut--- And 


this is an application, sir, to permit the bankrupt to 
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appeal an order in the bankruptcy proceedings that had been 
made by the Registrar. Ask the Court to do what the bankrupt 
was now doing, namely to shut its eyes and close its ears 
and pretend not to see what, as a matter of. fact, 9 it did see 
and hear. To say that the bankrupt had not heard that a 
receiving order had been made against him was to say what 
His Lordship did not believe. The grounds upon which he 
did not appeal was that the bankrupt had gone away and was 
staying away, in order to defeat his creditors, the bankrupt 
at the same time having means of communication with this 
country for all purposes. 

This is something similar here too, 
sir, Obviously Mr, Hatch knows about these proceedings, 
knows precisely. what is going on, and is staying out of the 
country. 

Now, the review here, sir, which I 
think I can skip, some communications that the bankrupt must 
have had in England because he had instructed solicitors and 
arranged for his mother to file an affidavit as power of 
attorney, and so on, and then they go on, under these 
circumstances it would be absurb to say that the bankrupt 
had not been guilty of contempt. Contempt of court was 
insolent behaviour, and this is important, sir, was insolent 
behaviour towards the court of which conduct this gentleman 
was guilty, but it was said that the bankrupt only wanted to 


show that he was not in contempt. The application of the 
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bankrupt, however, was to be allowed to appear on the 
inquiry before the Official Receiver,and his obvious 
intention was that he meant to stay away and keep himself 
out of the power of the court, and say by his counsel and 
solicitor what he wanted to say. 

Identical, sir, to what we are 
talking of here. He intended still to defeat his creditors, 
and he had not the slightest intention of saying that he was 
not guilty of contempt or of purging his contempt. There was 
no color for this appeal and it must be dismissed. 

Now, I wish to bring Your Honour 
somewhat closer to a modern day authority, by referring to 
the case of Hatkinson and Hatkinson, which is again, sir, an 
English Court of Appeal case. It is found in Vol.< of the 1952 
Law of England Reports at page 567. 

Now, the facts of this case, sir, are 
simply these, On a matrimonial matter the court had made an 
order granting the custody of the child to the mother, 
requiring it to remain in England. In contempt of that order 
the mother had taken that child to Australia. The father 
had, on a subsequent application, obtained an order requiring 
her to bring the child back to England, and she sought to 
appeal that order, and on the appeal the question arose as 
to whether, she being in contempt of the Court *s First 
order, was entitled to an audience on the second. 

So, while the facts aren't very 


closely connected to what we have here the principle, and 
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Lesubmit, sir; that this is the principle which governs the 
matter today, is set out in this case, and in particular, 
sir, I would like to read to you.a short excerpt from the 
judgment of Lord Justice Denning, which is found at page 
57h, and here, he says, he is referring to all of the 
authorities, and incidentally, sir, refers to the Langworthy 
case LI just ‘quoted to you. 

"Those cases seem to me to point 
the way to the modern rule, it is a strong thing for a 
Court to refuse to hear a party.on a case, and it is only 
to be justified by the Court's consideration of public policy. 
It is a step which the Court will only take when the conduct, 
itself, impedes the course of justice." 

This is the key to my argument, 
sir, that the conduct impedes the course of justice. 

"And there is no \other effective 
means of securing its compliance." 

That*s the second key, that the 
contempt impedes the course of justice, and by prohibiting 
the audience until the conduct is cured is the key to 
complying with the Inquiry's order; 

He then, sir, makes, refers again 
to some other authorities and says, "Applying this principle 
I am of the opinion that the fact a party to a case has 
disobeyed an Order of the Court is not of itself a bar to 


his being here. If his disobedience is such that so long 
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as it continues it impedes the course of justice in the 
case," and this is how it impedes it, "by making it more 
@ifficult for «the Court.to ascertain the truth, ».or:to 
enforce the orders which it may make, then the Court may 
in it discretion refuse to hear him until the impediment 
is removed or a good reason is shown that it should not 


be removed." 


There, sir, in«that sentence, 
think, is the nub.of this. If. the contempt impedes the 
course of justice, then, and it impedes the course of 
justice if it makes it more difficult to ascertain the truth, 
in those circumstances he should then not be given the right 
of audience, because the refusal is the means of enforcing 
him to cure that contempt. 

Now, I want to say this too, Your 
Honour. If you permit Mr. Hatch to appear here in these 
circumstances, when he is, we are told, in California, 
but through his Counsel taking part in these proceedings, 
I submit, sir, that you are creating a very dangerous 
precedent. I think it is common knowledge that judicial 
inquiries are becoming more and more common. They have 
been found to be an effective means of inquiring into 
matters which concern the government. 

Now, if; sir, you permit persons 
who refuse to come because you have no power over them once 


they are outside of the country, if you permit persons who 
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refuse, who leave the country, to take part in these 
proceedings to the full extent of anyone who has stayed 
here, are you not opening the door to handicapping or 
hampering all judicial inquiries. 

Whenever a judicial inquiry is 
called those people who are uneasy about what might happen, 
simply leave the province until the inquiry is over, take 
complete part in it through their counsel, and return only 
when they feel the climate is suitable. 

This, *siry*lisubmitylis aavery 
dangerous precedent, because it will handicap the function 
6fsthiissjudiciabvinguiry; and all: judicial inquiries in the 
future, 

Now, as you will recall from the 
authorities, the key question is, is this contempt impeding 
the course of justice, and I'd like to say two or three 
things about that, sir. 

Now, we have been told that this 
inquiryis apt to take three weeks. I think all of us at 
this stage who have been working on it can reasonably say 
that if Mr. Hatch were here it might take three days, ora 
little longer. What we are going to spend three weeks trying 
to find out he could tell us in a very short time. That, 
surely, sir, is impeding the course of justice. 

We have had two days here of Mr. 


Williams, the auditor, guessing, and it is no more than a 
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guess, by reviewing all of these books after the event, 
guessing at what transpired, and there is one man who can 
tell us. The man who made those entries, or authorized 

them to be made. He knows what they mean, whether they are 
valid entries, whether the entry is fictitious. We must 
guess, go back through documents, try and reconstruct. How 
much simpler if the man who made them were here in the witness 
boxetoe téll us about them. ‘Surely, sir, his failure to be 
here impedes the course of this inquiry. 

Now, Mr. Williams, sir, has told 
us that in the cattle trading account there was an item, he 
just doesn't know what these answers mean. He suggests that 
it would take two men three months to find our what the 
entries in that account mean, and to find out what has 
happened to the money that is recorded in that account. 
Phis-Ls*a preceé of -work, ‘sir, that may’ never"“be’ done. Mr. 
Hatch, we expect, in a few hours could obviate the end of 
all of that work, and surely that, sir, is impeding the 
course of justice. 

Now, just one or two more things, 
sir. Why do I say that permitting his counsel to take part 
in these proceedings, when he refuses to attend, or fails to 
tell us'he will attend, is unjust? Well,-.let us look at what 
is going to happen. I think we all know Mr. Moscovich, and 
know how able a defense counsel he is--= 


THE COURT: Well, Mr. Moscovich is not going 
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to draw any red herrings. I am not going to let him. 


MR... MOSCOVICH: I don't intend to. 
“THE COURT: New, when’ tirbhinkoehe does, either. 
MR ouLETTCH: : On that) justedet me say thisy sir, 


just: let me say this, lets just cast our mind back to 

Mr. Moscovich’s cross examination of Mr. Peterson, and what 
are the two things he raises. The facts about Mr. Peterson's, 
income tax evasion, and then he asks a lot of questions about 
why Mr. Peterson's father, in July of 1963, gets back his 
membership fee and his reserve. Sort of creating the 
innuendo, well, here was somebody leaving the sinking ship 
because he knew it was sinking, and sort of suggesting that 
there was something improper about that, in that transaction. 

Now,; sin, there is,nodoubt in, my 
mind that we are going to have here, if Mr. Moscovich is 
permitted to continue, is a trial of every witness who goes 
inte that -box by Mr. Hatch, in absentia, and that, I submit, 
is a grossly unfair thang. 

Now, the people connected with this 
hearing, sir, many of them worked hard in an effort to 
co-operate with this hearing. I am thinking of Mr. Williams, 
and the hours he spent with yourself and Mr. Weir preparing 
to assist this inguiry, and ‘he has done that voluntarily, sir, 
and I may say at the moment, with some question as to how 
and by whom he might be paid for that work. He has done 


that in an effort. to co-operate, with this inquiry, and lL 
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submit, sir, to assist us, to try and find out what did 
happen here, and I submit, sir, to have Mr. Williams, along 
with all the other witnesses who go into the stand, tried 

by Mr. Hatch, in absentia, is just something that is repugnant 
to Canadian justice's sense of fair play, and in resume, sir, 
if this were just a legal question, I submit that the law 

is that, on the basis of those authorities, that Mr. Hatch 

is not entitled to be represented here by Counsel, but I 
wouldn't, sir, base my objection to Mr. Moscovich being here 
if it were just a mere legal technicality, that just wouldn't 
concern. me. 

In essence, I base my objections on 
it because he is flaunting this jurisdiction, of this inquiry, 
treating it with contempt, and that it is manifestly, and on 
the face of it, unfair to permit him to do so, and happily, 
sir, the law, as it nearly always does, follows only the fair 
course of conduct, and does provide a remedy, a very clear 
remedy in the circumstances. 

That's Talbal* have top say,leaim. 

MR. MOSCOVICH: If it please Your Honour, the cases 
cited by my learned friend have no relevance whatsoever to 
the matter in question here today. 

In the case where Lord Denning was 
involved it was a case where a man was a party to an action 
and he, or woman, and disappeared and left the country. In 


the bankruptcy case, it was also a case where a man was a 
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party to an action. 

As I understand this inquiry nobody 
is being accused, nobody. is being charged, nobody is being 
sued, it is simply an investigation into the affairs of this 
corporation. 

Now, that is one of my objections, 
and I say these citations are utterly irrelevant to our case. 

Now, Mr. Hatch, as I understand, was 
invited to come sometime in January. 

THE COURT: No, no, not January. 

MR.» MOSCOVICH: Well, Mr. Weir made a list of 
witnesses that he proposes to call before this week is over. 
THE COURT: But Mr. Weir said that he would be 
Willing to accommodate Mr. Hatch at any time. 

MR. MOSCOVICH: Yes, well, he can accommodate him 
next month. 

THE COURT: We will. We will accommodate him 
anytime, if we know he is coming. 

MR. MOSCOVICH: Well, I can't give that undertaking. 
It is impossible for me to give that undertaking. 

Furthermore, Your Honour, it strikes 
me that in the case of Langworthy the man was a resident of 
England, and he left. .In the case Lord Denning tried he or 
she were residents of England and they left to avoid the 
hearing. Now, Mr, Hatch did not leave this country after 


the investigation was ordered. He has established a home 
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in California. 

Furthermore, Your Honour, he came 
back on two occasions, in August and in September, in order 
to co-operate, ] think, with Mr. Williams. 

If an objection was going to be 
made to my appearing in this investigation it should not be 
made when evidence, proceedings by way of cross examination 
are to commence. I am sure, I say frankly, Your Honour, I 
don't intend to take advantage of Mr. Williams, at all, or 
as Your Lordship, as Your Honour-has put it, to drag a red 
herring across the trail. You wouldn't let me, and I would 
be the last person to do that. 

I respectfully hope that by cross 
examination I may be able to assist Your Honour in your 
work, and in your decision. - That's all 1 propose doing. 

Thatts all I have to say. 

MR.» PROWSE: Your, Honour, af cd might say a few 
words on this. 

I am of the opinion, and I would 
submit, that while the cases cited by my learned friend 
may not be strictly applicable by reason of the fact that 
those were court decisions, most certainly the common 
sense of applying those principles to this hearing cannot 
be denied. We may have reached now, in the field of 
judicial inguiries, the position where such a principle 


should be applied. 
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Placing myself in the position of 
my ‘learned friend, Mr. Moscovich, I cannot help but submit 
that his cross examination, if: he is to do a duty to his 
client, will be to present him in the light, of a modern 
Robin Hood, Here we have one of the most outstanding 
criminal lawyers in the Province of Alberta representing 
Mr, Hatch, and surely the Court would take judicial notice 
of the fact that in view of the information and evidence which 
has been presented, no lawyer in Mr. Moscovich's position 
could possibly recommend that his client come back, and it is 
with those submissions that I will leave the decision. 

THE COURT: Welds. bhiaeiisl abe mestedifficult 
matter to determine. However, there are many judicial 
statements. to the fact that the person sitting, listening to 
evidence should hear all sides, and that he should endeavor 
to keep his mind open, and not consider that he is going to 
be confused by listening to the other side. 

Now, at is true that Mr. Hatch is 
in California, and it is true that he has not let us know 
whether he is going to come back, but as Mr. Moscovich has 
pointed out, he left this province and this country after 
the Board of Directors had full opportunity to take some 
action, and the Board of Directors did not do so. 

The Board Knew of most of the things 
that we have listened to in the last couple of days, and 


the Board made settlement with Mr. Hatch on the most serious 
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of the matters. These matters are somewhat of a side issue, 
they are serious, they are most serious. If the supervisor 
was in some way conflicting his own personal interests with 
that of the association, that. is a most serious matter, and 
if that contributed to the debacle which took place, that is 
a most.serious matter,-but what I am here for, primarily, is 
to endeavor to find out why this association lost $800,000.00, 
and if, in the course of it, I find that some law has been 
broken, or if there is evidence to the effect that some law 
has been broken, well, those matters will be brought to the 
attention of the Attorney’ General. It is not for me to 
decide whether any further action will be taken on any of 
these\matters,. All I/am‘here for is to try and find out 

the facts. 

I realize that there is a great 
deal of force to what Mr. Leitch has said, that judicial 
inquiries are becoming much more common than they used to 
be, and that perhaps some rules should be made as to the 
right of counsel to be heard, but in this case I am going 
to rely on the fairness of Mr. Moscovich. I think he will 
be Tain. He is, Tepresenting, certainly, a client, an 
absent client, but. I think possibly he can be of some 
assistance in getting all the facts, and if he oversteps the 
bounds of cross examination, Mr. Leitch, why, get up on your 
feet and tell me, and we will endeavor to keep it within 


the bounds of trying to find out what happened, and we are 
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not blaming anybody at the moment, we are just trying to 
find out why this sudden, not disappearance, but why this 


sudden change in the financial outlook. 


Go ahead. 
MR. MOSCOVICH: Thank you very very much. May I 
Site=- 
THE COURT: Oh, yes. 
MR. MOSCOVICH: I am older than my learned friend. 


MR. MOSCOVICH CROSS EXAMINES THE WITNESS: 
You are the head of a leading firm of chartered accountants 
in the City of Lethbridge? 

[I am a partner. 

Your name appears at the head of a leading firm? That's 
right, isn’S Le? 

I am a partner in the firm, equal partners. 

And if you will be modest enough to admit with me, you're a 
person of extreme skill in your field? You: wontt deny that? 
T‘ean*t claim it, either. 

You can't. claim it, oh. 

Now, let me, at once, and at the 
very beginning of my examination of you, ask you how much 
money does Mr. Hatch owe the Lethbridge Central Feeders 
Association over and above the settlement made at page 16 
of your ‘report? 

Well, there is that page that you refer to of some $21,000.00. 
Which he settled for--- 
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No, he didn’t settle for. 

I'am sorry. 

Hel ude 

Iounderstand, I think you said so, that he transferred 

some property to the Lethbridge Central Feeders Association 
counsel? 

Yes, he transferred property that has an approximate value 
of) $15,600.00. 

And: life insurance? 

Of that amount that was talked about on July the 14th we 

are still awaiting for a settlement of approximately $6,000.00. 
Yes. 

He is a party to an account called Riverview Ranch, which--- 
We have listened to you on those figures. 

THE COURT: You asked him the question, now let 


him answer. 


MR. MOSCOVICH: I want to get the question I asked 
him==- 
THE COURT: You asked him the question, how 


much did he owe? 

MR. MOSCOVICH: That*s the point. I want to know. 
How much is the total debt? 

THE, COURT: Alright. He started, now let him 
continue with it, Mr.» Moscovich. 

MR.) MOSCOVICH: Alright... Your Honour. 


THE WITNESS: He is a party in the Riverview 
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Ranch account which owes $3,000.00. 

MR. MOSCOVICH: 

Let me get those figures, In the Riverview account he 

Owe S==-— 

Riverview Ranch it is $3,037.00, or something in thére. 
3,0001.004) 1 Yesp 

He is also a party to this Hin. Hat. Som. account. 

In Cranbrook? 

Tesi. 

How much would, would that belong to the association, or 
would that be some personal venture of his? 

Well, it's a loan of the association, and he is a party to 
that debt of some $42,000.00, and we feel that he is a 
party to an account in Mr. Hinman's name of some 35 or 

37 thousand. » 1 sink speaking from memory. 

Memory, but rare you, guessing at those figures? I'd:like to 
know, if you would tell me, how much money Mr. Hatch owes the 
association for advances, or for any purpose whatsoever? 

THE COURT: Well, at the moment we have some 
figures, we don't know what we will have on the 15th of 
January, Mr. Moscovich. 

MR, MOSCOVIGCH: Il thought that the accountant would 


know everything. 


Isn'tt,.it true; Mrs Williams, that, you say there is a deficiency 


of about 600 odd thousand dollars? 


In between the accounts of the association and the equity in 
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livestock. 

Yes. That means there is a-loss of over $600,000.00? 

Well, it's not a finalized loss. We dontt know how much 

may be recovered on it. 

Or is the loss $800,000.00? 

Well, in all aspects of the association there is.a possible 
loss of better than $800,000.00 if there is no recoveries, 
but we know that on that loss of $844,000.00 there has been 
applied the memberships of $80,000.00. 

Yes. 

We know that that loss is going to be reduced by a collection 
under a guarantee, and we know that that loss will be reduced 
by whatever may be recovered from the deficiency accounts. 

Am I right and fair in stating that if recovery was made 
from every member or non=member that is owing money to this 
association there would be no loss whatsoever? 

No, if we could recover on every debt there would be no loss. 
Yes, And the bank would not suffer a cent loss either? 

If it was possible to, recover. in full, yes. 

And actions have been taken against certain debtors of the 
company, haven't they? 

They have been commenced, yes. 

And it is the hope, or the plan .of the association, I 
presume, to take action wherever possible? 

Yes. 


And when the figures of $600,000.00 or more are mentioned 
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it doesn't mean that the loss will ultimately be that much? 
No, it won't. It will depend on the success of the actions 
that are taken. 

LSS; "Quite so’. 

But we know now, in one case, that we have a 40 or $45,000.00 
loan loss that is above all the assets that have been turned 
over to us. 

Yes, 

im one particular ‘account alone. 

But you wouldn't for a moment suggest that beyond those 
proven items that you, for instance, $3,000.00 to Riverview, 


etc., that the amount would reach astronomical figures? 


THE COURT: You méan so far as Mr. Hatch--- 

MR. MOSCOVICH: Lee, sor len eer Mr Maton =a 

THE COURT: Personal ; 

MR. MOSCOVICH: Lesy cae s right. So far-as 

Mr. Hatche--— 

THE WITNESS: Are you batk’ to that first question 


that I got half way through the answer of? 

MR. MOSCOVICH: 

Yes, You mentioned $42,000.00 in that Cranbrook deal. 

Yes. I will get the amount for you. In the Hin. Hat. Som. 
account, as of July the 31st, 1964, the balance was $43,944.45. 
HBV 0e0LLa 
Gh WS. 


What does that record indicate to you, as an experienced 
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accountant? What does that show you, that.who owes that 
money? 

Well, he is a party to that account. 

I. know, but have you endeavored, or has the Board of 
Directors endeavored to realize on this ranch affair in 
British Columbia? 

Yes, there has been, the parties to this account have 

been before the Board on two or three occasions, and there 
has been a very special effort to realize from this account. 
Am I not fair in suggesting to you that if the cattle and 
ranch -are in existence that they would belong to the 
association, and that nobody in, or Hatch claims no interest 
in them? 


The association has no protection on that account. 


THE COURT: And no contract, Mr. Moscovich. 

MR. MOSCOVICH: No contract. 

THE COURT: As-I understand it. 

THE WITNESS: -And the cattle are not even branded. 
MR. MOSCOVIGH: Oh, that doesntt make any difference 


in this country. 

THE WITNESS: Well, the supervisor of this 
association, who is a party to this account, has not seen 
fit in an account of his own to see that the association had 
pretection. 

MR. MOSCOVICH: 


Tell me this, and I have listened to you carefully for two 
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days, the worst breach of--- 

May Ie=- 

iit, yes. 

May I fully-answer, that first question? 

Yes, please. 

We know also that he has some equity in an account that 
is on the association records as E. W. Hinman. Now, Mr. 
Hinman and Mr. Hatch have. indicated that that is one 
and the same account, as far as they are concerned, and 
as. toPirthe (pleat. of July; 196%, ‘that account was $33,739.25. 
Dealing with that estimate, or that figure--- 

Now, on top of that--- 

Just a moment, let me get through. Isn't it a fact that 
it stands in the name of EH. W. Hinman, but you say that 
Hatehlistinterested in is? 

He has acknowledged being a party to it. They have 
acknowledged to us, and to the Board, that those two 
accounts together relate to one particular ranch. 

To that.ranch in Cranbrook? 

Yess 

And Mr. Hinman’s name is attached to one or both items? 
Bute=<= 

Just, I am not. trying to-=-- 

Mr. Hatch is a party to-these two accounts. Now, we don't 
know for certain the degree of: his equity: in. these accounts. 


Oh,“yes, but isn't it equally correct to state that if 
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Mr. Hinman’s name is attached to those, that the money came 
from Central Feeders, I presume, is that what--- 

2686 

That Mr, Hinman would be responsible, and he would be, 

he could easily pay it if called upon? 

MR. LEITCH: bir, I wonder if this should be 
asked, what is really a legal question, who is responsible 
On account, sir, is a matter of. law, surely. 

THE COURT: Mr. Moscovich is merely suggesting 
that Mr. Hinman was financially responsible. I think it 
is a fair question. 

MR.. LEITCH: The question has two parts, sir. 


No. 1, wouldn't he be responsible. 


THE .COURT: Yes. 

MR. LEITCH: Well now--- 

THE COURT: We dontt know that. 

MR. .LELTCH: No, and neither does Mr. Williams, 


and why -ask him. 

MR. MOSCOVICH: Well, he has given a lot of 

evidence that he doesn’t know. 

THE COURT: Just a minute. 

MR. LEITCH: Now, sir, if he takes, whether 

Mr. Hinman is financially responsible, I suppose Mr. Hinman 
knows that better than Mr. Williams, but perhaps Mr. Williams 
has some personal knowledge of that, I don't know. 


MR. MOSCOVICH: Well, I will ask him. 
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Has Mr. Hinman ever admitted that money came from 
Lethbridge Central Feeders to buy that ranch was really 

a debt incurred by himself? His name is on the record 
there. 

THE COURT: There is a minute in the books, 
Mr. Moscovich:, 

MR. MOSCOVICH: Yes. 

THE COURT: In which he says that only 
$4,000.00, now, I am speaking from memory, and I think 
Mr, Williams would have to speak from memory, but it you 
wish to look at the minutes there is a conversation in the 
minutes where Mr. Hinman made some statement that he felt, 


Cheat on the Hin. Hat. account he felt it was’ Mr.Hatch''s 


responeioL laty. 

Now, that was one minute. 
MR. MOSCOVICH: Have you remembered very much of 
the-=--= Riverview account $43,000.00, Cranbrook affair 


$42,739.00, what is known--- 

Plus $200.00 donation to the Liberal party. 

MR.» MOSCOVICH: 

Leave them out of it. 

Plus $630.00 that he has acknowledged, turned in as having 

collected from Hyde, and not turned in to the association. 

Yes. What else, please? Are those the only items you have 
at the moment? 


No, there are a series of items on the bottom of the Special 
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Report, that, if the facts were known, it may be possible 
that he may have some responsibility in it. 

But at the moment you say that $3,000.00, the Riverview 
Ranch, 

Yes, 

Riverview audit, $43,000.00, and $42,000.00, the Cranbrook 
affair, $630.00 that he collected and failed to turn in, 


end $20@,00rcharity. Is that right? 


THE COURT: A worthy cause, Mr. Moscovich. 
MR. MOSCOVICH:. YOBx 
THE, COURT: Mrs -Moscovich, I don't want to 


misrepresent what Mr, Hinman said, but on the 9th of 
February chese are the minutes. .Now,-i'm not saying he 
Said this, but this is. what the minutes said. 

The minutes said Mr Hinman said 
that Stu had accepted responsibility for $4,000.00 that was 
paid to Mrs. Layton and charged to the account. If the 
ranch is sold all of both accounts will be paid including 
the $4,000.00... If not, the-responsibility. of the $4,000.00 
will be Stuffs, and $15,000.00, there is a blank there, could 
be paid this fall with a pay-out agreement on the balance. 
The approximate cattle account was reported to be 276 cows, 
240 calves, 120 two year olds, 108 yearlings, 15 bulls. 
There was about $6500.00 equipment on the place. He reported 
that others were interested in buying the ranch, and suggested 


that:if.a deal was close he could.contact the president, as 
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he was then, before it was finalized. 

Now, that's the--- 
MR. MOSCOVICH: thank you very much. I didn't have 
the time nor the opportunity to read the minutes, and I don't 
prepose doing it, Your Honour. 

So, have you added up those items, 
Mr, Williams? 
No, I haven't. 
About 70=---= 
THE COURT: Lramvsorry, Mr. Moscovich, I-think 
maybe we should give Mr. Snow a rest. 
MR. MOSCOVICH: Ailvig hes 
THE “GOURT# We will adjourn for 15 minutes. 
(COURT ADJOURNED AT 11:20 A.M.) 
(COURT RESUMED AT 11:37 A.M.) 
MR. MOSCOVICH: Mr. Williams,.I am not wrong when 
I suggest to you that you have been, personally, and your 
firm have been the auditors of Central Feeders Association 
Ltd, since the company came into existence in the 40's? 
No. 
You haven't? 
It was in existence before we were the auditors. 
When did you become the auditors? 
We, followed a Mr. Batrum, and it was in 1945 that we became 
the auditors. 


That's about 19 years ago. And you really had the opportunity 
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to have your fingers on the company's pulse since you 
became the auditors? 
Les. 
In the latter part of 1963, I think you mentioned it was 
September or October, until that time you never Suspected, 
nor dreamt; or imagined that the affairs of the company 
were anything but open and above board? 

I am asking you that question 
because His Honour had examined you along that line. 
Well---— 


I will repeat it again. 


MR. LEITCH: What were the dates, I didn't 
catch them. 

MR. MOSCOVICH: Untilh the, latter: part, of, 1634 

THE COURT: September or October of '63. 

MR. MOSCOVICH: I think he mentioned those dates, 


September or October. 

You never suspected, or dreamt, or imagined that the affairs 
of this company were anything but open and above board? 
Yesjothatb's right. 

Am I wrong in saying you slid into an atmosphere of 
serenity as far as this corporation was concerned, in the 
years before? 

No, I wouldn't say that. 

You wouldn't say that. Isn't it a fact that you spent 


about. an hour, or less, reading to His Honour a code of 
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procedure you adopted in 1963? 

TEE « 

And I believe in examining you that you told His Honour 
that it was not adopted, correct me if I am wrong, in the 
years preceding 1963, the same code was not adopted? 
Well, we just used a different program, 

Yes, and-=+- 

Because of the change of, because of the new technique of 
audit that is now becoming more commonly used. 

Yes, I remember you telling us that. And had you adopted 
a code like you did in 1963 in the previous years, say, 
fromkl 957 who 1963, could you have discovered the errors 
or omissions that you discovered in 1963? 

I.don*t think so. ‘The area that we eventually tested 
was approximately the same size of an area. 

May I say this, did you discover it, or did Mr. Kinnell 
find the mistakes, one of your Students, or--— 

THE COURT: No, no, he is a.partner. 

MR. MOSCOVICH: One of your partners, I beg your 
pardon, one of your junior partners+~- 

THE COURT: Not a junior partner, I think he 


is a full partner. 


THE WITNESS: He was a staff member. 
MR. MOSCOVICH: Staff member. 
RAR. MOURTS otait member. I am sorry,-I 


thought his name was on your letterhead. 
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MR. MOSCOVICH: No. 
THE WITNESS: Well, in this 1963 audit Mr. Kinnell 
was the partner that was in charge. 
MR. MOSCOVICH: 
Yes, 1 Bathered’ that. 
And the specific incident that got us going on this was 
brought to light by a younger member of our staff. 
Yes, he is to be congratulated. But why, may’I ask, couldn't 
you, so efficient and skillful, discover what he found? 
Well, I imagine that if we were doing that same operation 
we would have noticed it, as well. At least I'd like to 
think we would. 
And it grieved you greatly, did it not Mr. Williams, to see 
what you subsequently discovered to be the case? 
Les Sore oer. 
Yes, I don't doubt that. 
It's a heartbreaking thing to come across at any point of 
CMe", 
I appreciate, and I sympathize with you. 

Now, you were with the corporation 
since a few years before Hatch came in? 

Your Hondur-at P'transeerid, er 
transgress, I want to be stopped. 
THE COURT: Oh, “yes. 
MR. MOSCOVICH: 


You were with the corporation before Hatch came in? 
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Yesy 

You knew his background? 

Yess 

I believe he tried to become a bookkeeper when he studied 


for a year or two with Paterson? 


THE COURT: Chartered accountant. 
MR. MOSCOVICH: Chartered accountant. 
THE WITNESS: I don't particularly like your 


terminology of bookkeeper. 

MR. MOSCOVICH: 

Oh, I am no bookkeeper, and if I make mistakes in termin- 
ology, you just--- 

THE whOOURT: | Oh, now, Mr. Moscovich, you know 


Ghateaschartered acéountant is--- 


MR. MOSCOVICH: Yes, I am sorry, I knew that, 
bute--- 
THE COURT: I dontt think you should try to 


belittle the witness. 


MR. MOSCOVICH: I mean, I am not belittling him 
at all. 
THE COURT: Well, you said bookkeeper, and 


Mr. Williams has a very strong objection,. and I think a 
serious objection to be addressed--- 

MR... MOSCOVICH: Thank you very much. 

At any rate, Mr. Hatch was not a chartered accountant? 


No. 
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Do you remember, was it in '50 that he went to work, 

1950 that he went to work in the Central Feeders Association? 
I.wouldn't be sure on that, I--- 

I am informed by somebody that it was in 1950. You wouldn't 
doubt that? 

I have never checked back to ascertain the point of time that 
he did. 

He started off at a salary of about $4,000.00 a year? Do 
you know that from the records? 

Well, my recollection would be that that was about the salary. 
Les. 

At his commencement. 

And who was the manager when he started working for Central 
Feeders Association? 

The supervisor was Mr, C. QO. Asplund. 

Ged O,.sAsplund,..and,he resigned in; 1952,. November, the, lst% 
Would that be approximately correct? 

You. needntt look it up because 
nothing much turns on it. I just want to get the history 
of-<- 

Well, it would have been in there, within a year or two, at 
least. 

Yes. And Mr. Hatch slid into his position, became the 
supervisor? 

He was appointed to the position, yes. 


And he occupied that office until when? 
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Well, until the relationship terminated in March and April, 
about April of 1964. 

And who was appointed custodian? Mr, Dogterom, was he 
appointed in charge? 

Well, Mr. Dogterom was given the management of the affairs. 
Yes. 

In’about ‘the first of ‘April. 

And am I wrong in saying it was Stewart Hatch, am I right 
in saying that Stewart made the major decisions, and did 
the major part of the buying and selling? 

Well, he most definitely made the major decisions, but.he 
was aided in staff by--- 

Yes, I will come to that. He was aided by Mr. Don Nilsson, 
wasn't he? 

And other members of the staff. 


And other members of the staff. However, who did the credit 


arrangements? 

THE COURT: With whom, Mr. Moscovich, with the 
bank? 

MR. MOSCOVICH: With the bank. 

THE WITNESS: Well, that was in the area of 


Mre*Hatch's responsibility. 

MR. MOSCOVICH: 

Yes. -Isntt it a fact that Mr. Hatch would, about once a 
year, prepare an application to the bank for about a 


million to three million dollars credit? 
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Yes, he was supposed to, he was the instrument of the 
Board in the arrangement with the bank. 

Yes, and at one time this company dealt with the Royal 
Bank of Canada? 

es. 

But, unfortunately for the Imperial Bank, they took over 
from the Royal: Bank? That's right, isn't it? 

They took over, yes. 

And then, as a legacy, the Canadian Imperial Bank of 
Commerce, in Lethbridge, got the account? 

Yes. 

As you mentioned a few seconds ago, when Mr. Hatch would 
prepare an application for credit the Board of Directors 
of the Lethbridge Central Feeders Association Ltd. would 
approve of the application? 

Now, l--- 

fi! they found. it correct? 

I have never been at any meetings when the applications 
were considered, and I don't, it's not from personal 
knowledge that I can speak. 

I believe you mentioned that, yourself, that's the reason 
Ibupicked it up. 

No, I never mentioned it myself. 

THE COURT: Pardon, what was that? 

MR. MOSCOVICH: When I asked him if the application 


was prepared by Mr. Hatch for one million to three million, 
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I think you intimated with the Board. 


THE CQURT: He sat down with them? 

THE WITNESS: He was the instrument of the 
Board. 

MR. MOSCOVICH: Pardon? 


He was the instrument of the Board of the association in 
negotiating with the bank, 
Yes. Atright, nothing much turns on that. 

Now, there were approximately 
150 members in the association? 
160. 
160, thank you very very much. And the financial status 
would be submitted to the bank, and on this statement the 
bank would extend credit? 
IT dontt°think that is a question that should be directed 
at me. 
THE CQURT: Well, if you don't know, dontt 
argue with counsel, Mr. Williams, just say I don't know, 
Oreos 
MR. MOSCOVICH: 
Did you know Mr. Cliff Peterson? 
Yes. 
He would assist in the preparation of the credit members, 
and in fact two or three years before the collapse 
Mr. Peterson did the work himself? Do you.know anything 


about’ that? 
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I would doubt if Mr. Peterson had much to do with the 
preparation of the application for credit. 
And up to 1963 it was you who confirmed the existing 


assets of the corporation? 


THE COURT: You mean in his auditor's 
statement? 

MR. MOSCOVICH: Yes, in his auditor's statement. 
THE WITNESS: Yes. 


MR. MOSCOVICH: 

Will you mind telling me what particular item or incident 
brought this, these affairs as they were carried on, to 
light in Mr. Kinnell and your minds, what suddenly startled 
you? 

Well, the thing that touched this off was the flagrant 
misrepresentation to the bank. 

Could you never have gone to the bank and seen the 
representation made to the bank by the statements there, 
and compared them with the representations made in the 
office? 

We could have, but we didn't feel it was out, any of our 
business to do. We could have. 

Now, you were asked by His Honour, I think, yesterday, 
quite relevantly, you knew, Mr. Williams, the credit, 
fixed credit for each member? 

Yes. 
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We had access to that information. 
You had access to it? 
LS 
And I presume you examined it periodically? 
Yes. 
And wasn't it a simple thing to go to the bank where the 
money was coming from and learn where this--- Excuse me, 
I will ask you this question first. 

You also knew that the credit 
allowed these members exceeded the guaranteed credit? 
In some cases. 
Yes. 
And I said yesterday that there had never been an instance 
at any point of time that all credits were within the limit. 
I know you did, I am not questioning your integrity, at all. 
I just want to try and get the story out of you. 

And, as a matter of fact, Mr. 
Williams, there was nothing to obstruct you, and I will 
conclude that phase of the examination, there was nothing 
to obstruct you in learning the true picture in that 
company before you did, in 1963? 
How do you mean? 
There is nothing in the past that obstructed you? 
No, there was nothing that would have obstructed us, no. 
And in fact, there was nothing in the world that would have 


prevented you from auditing, from 1957 to 1962, what you did 
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for 1963? The same code of procedure could have been 
adopted in years gone by? 

Yes. -An audit program is a thing that you change quite, 
it is quite a common practice to change it pretty nearly 
every year. 

Oh, I appreciate that, you explained that to His Honour 
yesterday. 

As a matter of fact, isn’t this 
the case, that your faith and confidence in the management 
gave you the feeling of security which made it unnecessary, 
in your opinion, to go into it meticulously? 

Do you want me to repeat it again? 
I don't know what you mean by meticulous. 

The same procedure that you adopted in 1963, in September 
or October, could have been adopted before, whether by code 
of procedure or otherwise? 

I would like to not leave any impression that the fact that 
the program was changed had anything to do with bringing 
this to light .sooner. 

No, I am not charging you with that, at all. I just want 
to get the story in my mind. 

I think there was a good degree of being meticulous in 
various years. 

But I think you mentioned to His Honour, and at least to 
me, this morning, that if you had reviewed the case from 


1957, I am only going back to 1957, to 1962, with the same 
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degree of caution, you would have discovered discrepancies, 
or,ryes, discrepancies? 

I can't say yes to that. 

You can't? 

No. 

Yes. Now, you knew the Directors very well, Mr. Williams, 
of this Board, of this company? And am I not correct when 
I say that the Directors shut their eyes to many acts by 
employees which were not strictly according to, to use a 
card expression, hoyle. 

I think the Directors were sold. 

Were what? 

I dontt think you appreciate the capacity of this man to 
sell anything that he liked to, and to any person that he 
liked to. 

Well, what I have in mind, for instance--- 

And--- 

I am sorry, I beg your pardon. 

And I would certainly feel that this man's influence was 

a powerful thing with everybody that he dealt with. 

May I ask you this--- 

And his influence and his personality was strong enough 
that I think the Board have accepted explanations, and I 
think maybe we might have accepted explanations, and I 
think other people have accepted explanations that, if 


we hadn't trusted him to the degree that we had we might 
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have not accepted it. 

Didn't I ask you that very question a few minutes ago, that 
your faith and confidence in the man made it unnecessary, 
in your opinion, to go meticulously into this audit, years 
before 1963? 

That's a different question. 

Oh./ eWeblsycalright. 

That doesn't affect the meticulousness. 

Let me ask you this question. You knew, and the Board of 
Directors knew also, that people in this organization were, 
in addition to their ordinary duties, doing private business 
of their own? You knew that? 

Well, it crept in, yes. 

And you also knew--- You knew it, but did the Board know 
it? 

Well, when a membership was approved for Riverview Ranch 
the Board knew it, definitely. 

Yes, that's right. And it was a disease that was spreading 
in the Central Feeders Association business? 

I think that it had spread to a far greater extent than 
anybody was aware of. 

Yes. 

Now, 1 mentioned yesterday that as far as the relationship 
with the Holding Pens in the Hat were concerned, I didn't 
realize that, we were aware of that association--- 


You criti olged. Dt.’ ididwt sou? 
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I wasn't aware of it until about the end of March, 1964, 
that there was a--- 


I. begryour pardon. If you :look back--- 


THE COURT: He's talking about Holding Pens. 
MR. MOSCOVICH: What? 
THE COURT: He is talking about Holding Pens 


in Medicine Hat, that is all he said. 

MR. MOSCOVICH: Ohet lyam mot sryingetoscatch hin. 
THE. COURT: Noghbuttibhat 1s what he is talking 
about, the Holding Pens in Medicine Hat. 

MR. MOSCOVICH: 

Do you remember, I think it was far back in 1954, 1955, I 
haven't got it here, but you mentioned that personal business 
was conducted by employees, and the Board knew it and they 


said, spank them, and said, don't do it again. 


THE COURT: No, no, advances. 
MR. MOSCOVICH: Advances, thank you very much. 
THE COURT: There was advances. There was a 


resolution by Mr. Dowl that advances direct to employees 

be discontinued, and that reason be used in trying to 
select the outstanding ones. 

MR. MOSCOVICH: Yes, that's what I meant. I think 
tite wasad nit! Sone@nidode 

THE WITNESS: There was that one episode. 

MR. MOSCOVICH: 


Yes, but you didn't know again until 1963 that they were 
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committing the same sin? 

Well, we knew that he was a party to an account in the 
Riverview Ranch. 

Didn't the Board pass a resolution, J believe His Honour 
read it, and I don't remember the terms of it, following 


the disclosures in 1964, giving Hatch a vote of confidence? 


THE COURT: No. no ponote the Board of Directors. 
THE WITNESS: That was the membership. 

MR. MOSCOVICH: Membership. 

THE COURT: Somebody got up in the membership 


meeting and said everybody's--- 

MR. MOSCOVICH: Happy. 

THE COURT: Happy, and everybody agreed, except 
one man, I don't know who that was. 

MR. MOSCOVICH: Houlton, isn't that right? 

THE WITNESS: Mr. Houlton was chairman, and as 
such did not vote. 

MR. MOSCOVICH: 

But he wasn't satisfied, was he, with the personal business 
dealings of the staff? 

I don't think that that was the basis of his dissatisfaction. 
Well, if you remember, I think His Honour read the resolution, 
what was it the members resolved at that meeting? 

THE COURT: They passed a vote of confidence in 
the--- 


MR. MOSCOVICH: Mr. Hatch. 
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ip citi e OLN a ang. the Board of Directors, in the 
Supervisor, and in the staff, after everybody found out 
there had been a loss of several hundred thousand dollars. 
MR. MOSCOVICH: Well, that's wonderful. 

THE COURT: Didn't seem to worry anybody. 

They were all willing to lose their memberships, and lose 


their guarantees, and everybody would be happy. 


MR. MOSCOVICH: As long as they didn't have to pay 
Lor Lt 
Tae COURT: Well, yes, they were going to pay 
Lory 1 ty 
MR. MOSCOVICH: You told me a few minutes ago, you 


knew of his business dealings in B.C., in British Columbia, 
Cranbrook? 

THE WITNESS: Yes, which commenced in 1962. 

MR. MOSCOVICH: 

62. Did you protest that to the Board of Directors,.or to 
the members? 

No, we never protested it as a thing that the members of the 
Board were aware of. 

Yes. But you are doing it today in court in this investigation? 
I am not protesting it. What I am doing is to present the 
information that I have of that. 

Nobody could have done it more ably than you have Mr. 
Williams, I am not trying to criticize you. 


But there was no intention of doing it as a protest. That's 
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not my function here. 
No, thatts alright. Did you ever, although you may say 
thas 1s not your function, did you ever endeavor to find 
out whether the cattle set forth in the books of the 
company were in conformity with the actual numbers in 
existence? 
No, we didn't. For the simple reason that we never 
considered that part of our function. 
Yes. Ir thought you would say that. 

Now, do you remember, was it in 
July the l4th, 1964, that a settlement was made with Mr. 
Hatch for a certain sum? Is it correct that Exhibit A-9, 
page 16, correctly sets forth this settlement? 
Well OilGrcorrectly sets forth the claim, but. 1 think there 
was a complete misunderstanding of the statement. 
Who misunderstood it? 
I think the Board misunderstood the settlement that was 
being made. 
Will you tell His Honour, please--- 
THE COURT: What was the date of it? 
MR. MOSCOVICH: July the l4th, 1964. Is this the 
right date, Mr. Williams? 
THE WITNESS: No, that's the date that the amount 
was agreed to. 
MR. MOSCOVICH: 


Agreed to, yes, that's right. 
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But it was on a Tuesday evening, later, when a settlement 
was accepted in lieu of submitting the bond. 

Yes. 

A claim on the bond. 

How much was the bond for, 15? 

Se, OOO. 

And you settled and never made a claim on the bond? 

Il never--- 

The Board never made a claim on the bond? 


The Board didn't make a claim on the bond, yes. 


THE COURT: Mr. Moscovich, may I read the 
resolution? 

MR. MOSCOVICH: Yes, please. 

THe COURT: I am not sure that this is 


absolutely correct, this is my copy of it. 
Having heard Hatch the Board 
accepts transfer of certificate of title to Lot l, Block 
2, Lethbridge 8450G.T. subject to mortgage to the Royal 
Bank, a balance of, an equity, I presume, of $10,200.00. 
An assignment of vendor's equity, 6th of August, 1958, 
to R. C. French and his wife of another property in which 
there was an equity of $5,000.00. These properties are 
taken by the association at an agreed valuation of $15,000.00, 
and applied against any direct or indirect liability of Hatch 
to the association. 


Now, that's---- 
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MR. MOSCOVICH: Thank you very much for reading it, 
I haven't had the opportunity of seeing it. 

THE COURT: That's the resolution. 

MR. MOSCOVICH: The reason I: said, have you got 
page 16 in front of you Mr.--- 

THE WITNESS: Yes. 

MR. MOSCOVICH: 

Do you see the sum of $21,436.00 plus $200.00? 

Y665 

What does that $21,436.01 represent? I don't want you to 
go into item by item, but what does it represent? <A debt 
of Hatch'ts to the corporation? 

Yes. 

Yes.” And? His’ Honourshas just finished reading a resolution 


where he turned over $15,000.00, agreed to turn over 


$15,000.00-=+ 
THE COURT: He. did. 
MR. MOSCOVICH: Yes, and he did that. in Mr. 


Huckvale's office, didn't he? 

THE WITNESS: No. 

MR. MOSCOVICH: 

Where was he? 

Mr. Huckvale attended the meeting at which it was done. 
And wasn't there also an item of $3,000.00, an insurance 
policy? 

THE COURT: That was later. 
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MR. MOSCOVICH: Later, then. 

THE WITNESS: Yes, but we would certainly 
appreciate the co-operation of counsel in obtaining that. 
We were offered $3,000.00 worth of insurance. 

MR. MOSCOVICH: 

Well, if you will give me a release I will get it for 
you. 


And the undertaking to complete those haven't been--- 


THE COURT: Oh, you never did get the 
insurance? 
THE WITNESS: I understand that we have never 


received it yet. 

MR. MOSCOVICH: We will find out. It would be 
worth more if he died. 

THE WITNESS: The forms have been forwarded but 
they have never been returned. 

THE COURT: Yes. 

MR. MOSCOVICH: I have here that Mr. Hatch 
transferred a house at 1305 = 20th Street South, valued at 
$22,500.00, against which there was a mortgage of 
approximately $10,000.00? 

THE COURT: Thatestright, he did. An equity 
of $10,000.00. 

MR. MOSCOVICH: Wogryousaid 10. It is, in fact, 
12, 500... 

THE COURT: Well, your figures and the Board's 
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may be a bit different. 
MR. MOSCOVICH: Yes. And the cash surrender value 
of the policy was $3500.00, wasn't it, Mr. Williams? 
THE WITNESS: Yes, and that's what was offered 
to us, but he has never followed through in finalizing it. 
MR. MOSCOVICH: 
No. Thank you very much, You will get it. 

Now, you know Mr. H. G. Houlton, 
he was the president of the organization’ 
Yes. 
For many years? 
Yés. 
And did the Board mix in with the business, or did they 
simply visit the place once or twice a year, and--- 
THE COURT: Mr. Moscovich, do not detract 
from the members of the Board. They were most faithful, 


all of them, in attending once a month for four or five 


hours--- 
MR. MOSCOVICH: Thanks very much. 
THE COURT: Again, if you would read the 


minutes, you will find that the Board members for year in 


and year out never missed a meeting. 


MR. MOSCOVICH: Every month? 
THE COURT: Every month. 
MR. MOSCOVICH: That's fine. 


THE COURT: Many of them. 
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I never saw, if the minutes are correct, I never saw a 

group of men who were so faithful in attending meetings. 
MR. MOSCOVICH: It was a wonderful corporation. 

THE COURT: The results may leave something 

to be desired, but--- 

MR. MOSCOVICH: Mr. Hatch, I won't be very long 
with you Mr. Williams. Mr. Hatch would buy cattle through- 
out the year, say, for the past three years, totalling in 
the neighborhood of about 10 million dollars, is that correct? 
THE WITNESS: I dontt think we ever reached 

the $10 million volume. 

MR. MOSCOVICH: What did you reach? 

THE COURT: You are totalling the three years 


Mr. Moscovich? 


MR. MOSCOVICH: Yes. 

THE WITNESS: Oh, totalling the three years. 
THE CW URIs Xess 

THE WITNESS: Well, we could have had a volume 
like that. 

MR. MOSCOVICH: 26Sy wdethinktyou told His Honour 


that yesterday, or the day before yesterday, this is getting 
to be ancient, that you protested certain matters to the 
Board, but you never did go to the members of the association. 
Am I wrong in--- 

THE COURT: Are you referring to the Special 


Report? 
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MR. MOSCOVICH: Yes. 

THE COURT: Well, the Special Report wasn't 
presented to the--- 

MR. MOSCOVICH: Members? 

THE COURT: Meeting which was held on the 
same day as the Board of Directors, is that correct? 

THE WITNESS: That's right, Your Honour. 

MR. MOSCOVICH: po as, to clear up»an. item raised 
by your counsel, Mr. Hatch left Canada on August the lOth, 
1964 didn't he? Do you know that? 

Approximately, yes. 

The balloon had bust on March the 17th, 1964? 

Tes « 

Mr. Hatch returned to Canada and to Alberta on September 
the lOth, 1964? 

es. 

And he helped, was that the time of the settlement, Your 


Honour, or the alleged settlement? 


THE COURT: Of what? 
MR. MOSCOVICH: July wasn't it? 
THE WITNESS: He came up here for. another 


matter but he did, he had been invited to attend the 
Board meeting, and he did. 

MR. MOSCOVICH: 

Té6S% 


And it was that night, I think it was the 9th of September, 
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I believe, wasn't it? 

MR. MOSCOVICH: mes, loshaverd tcasicther LOth but 
nothing turns on that. 

It was right in there. There was some hearing at Cardston 
that he came up for and it was the night before this 
hearing, but it was that night that the new Board asked him 
for additional security on this account, and it was that, 
on that night that he offered to give us the--- 

Insurance. 

Assignment of his insurance. 

Were you present at that meeting? 

Yes. 

And you were fully conversant with, or not fully, but you 
were fairly fully conversant with the affairs of this company 
in September, 1964? 

Jes. 

And it was within your power to question him, and I presume 


some’ questions were directed at him? 


LOS . 
THE COURT: Oh, there are pages of it, Mr.--- 
MR. MOSCOVICH: Again, I am not guessing, I am 


just imagining those things, but I think--- 

THE COURT: The minutes of the meeting of 
September the 9th run on for pages, dealing with the various 
accounts. 


MR. MOSCOVICH: Il am just wondering what we want 
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this investigation for now. He--- 

THE COURT: Well, perhaps’ to carry out®’this last 
item on it, "And Mr. Hatch would meet Thursday afternoon with 
Cal Brandley to transfer the life insurance and sign the 
ranch deal." 

MR. MOSCOVICH: Well, believe me, if he gave that 
undertaking I will see that I can persuade him to carry it 
out. 

THE COURT: Fine. I don't think it is necessary 
for him to sign over life insurance. 

MR. MOSCOVICH: No. As a matter of fact--- 

THE WITNESS: It is the cash surrender value of 
the life insurance. 

THE COURT: Well, yes. 

MR. MOSCOVICH: Mr, Williams, isn't it a fact that 
you used to send out notices to members indicating in your 
letter the amounts that they were owing to the corporation? 
That's right. 


And I am right when, I think you said that half of them never 


replaed? 

THE COURT: More than that. 

MR. MOSCOVICH: More than that. 

THE WITNESS: More than that, yes. It was close to-- 


MR. MOSCOVICH: 
Do you think, knowing what you knew, that it was good 


business to rest there and not accept an answer? 
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THE COURT: He brought it to the attention of 
the Board time and time again, Mr. Moscovich. If you will 
read his auditor's statement each year you will find that he 
brought that to the attention of the Board every year, 

MR. MOSCOVICH: Yes, I understood that many didn't 
answer, but I am asking him, as a sound man that he is, 
whether that was sufficient effort to make and be satisfied 
in order to verify the accounts owing? 

THE WITNESS: Well, it was reported to the 
membership at the annual meeting. 

MR. MOSCOVICH: It was. 

THE WITNESS: Now, whether we should have driven 
around, I don't know, but this year here, in 1963 we even 
sent a letter from Mr. MacLean asking co-operation. 

MR. MOSCOVICH: 

And they didn't give it to you. 

Many members were sent to three times. Now, I dontt know 
where it becomes reasonable and unreasonable. 

No, [I am not questioning that. Mr. Williams, as a matter 

of fact, you did get some replies? 

Yes. 

Were there any replies in those letters that you got that 
indicated discrepancies in debts to the corporation? 

In 99 percent of the cases no. Some were small differences, 
and there was times when the party misunderstood the balance, 


like, sometimes there would be an adjustment put in the 
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account afterwards. There would be interest and things, 
and there were little notes, but they were never significant. 
Mr. Williams, you prepared a statement, I believe, which you 
read to His Honour at the outset on Monday morning didn't 
your 
Yes. 
Was there another statement prepared prior to that, because 
I saw two copies differing with each other. 
Well, I indicated that the day that there was 4 meeting, 
the first meeting in the Anglican Uhurch Hall, the afternoon 
that I had met in the car with Mr. Hatch and Mr. Hinman, I 
gave to Mr. Hatch, that afternoon, a statement, and it was 
from that that he used, presented certain figures on the 
blackboard in the course of that meeting. 

Now, I have that statement here. 
It wasn't turned in as exhibit. 
I had it, somebody gave it to me. I think Mr. Weir gave me 


One statement, you were reading another. 


THE COURT: It was very similar, but in different 
language. 

MR. MOSCOVICH; Yes, different language. 

THE WLTNESS: That! sa=« 

MR. MOSCOVICH: Now=<= 

THE WITNESS: L am speaking of a little financial 


Statement that was used on the 28th of March, You are 


referring to a report that was written for the meeting of 
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April the 20th. 

MR. MOSCOVICH: That's right, Mr. Williams. 

G8 « 

Yess Now, if you get back, or not back, I shouldn't say, 
if you get this ranch in B.C., and the cattle, if you get, 
the company gets, and if the company gets the $3,500.00 
insurance policy, what would, and if somebody gives you 
back the $200.00, what does Hatch owe this corporation? 

I think there is a number of areas that have to be resolved 
before a final indebtedness of Hatch to this association is 
determined. 

You haven't resolved them yet? 

I think it remains to be resolved. 

I believe you have a statement here--- 

In some areas. 

I am sorry, continue. 

I think there are some areas over and above those specific 
accounts that we talked about that should be resolved, and 
couldclead td funtherelbabilityron his part; 

I firmly believe that there is a 
cattle deal with Jones that Hatch knows something about, 
that we have never got. 

Yes. 
I feel that he owes us four or five thousand dollars on 
that deal. 


Did you question him when he was up here on September the 
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9th? 

We questioned him in front of the Board on two occasions, 
and in front of this Committee of the Board of three members. 
It was a special committee. And we got brushed off on that 
every time it was raised. 

Oh, I don't like the word, brush-off. 

Well, I don't either, for the simple reason that sometimes 
it is a little more--- 

Well, Mr, Williams, I hope I have not been unfair to you, 
because I guit right now. 

THE COURT: Thank you, Mr. Moscovich. 

Mr. Prowse? 

MR. PROWSE: Just before I start, Your Honour, 
before the inquiry is over will we have anyone from the 


association who has entered up these books day by day? 


THE COURT: I doubt it. You mean stenographers 
and---= 
MR. PROWSE: Well, I am just at a loss to 


understand. JI mean, we have books, and the supervisor 
goes, and yet no one apparently knows what those books are, 
other than the auditor, and yet people have been writing 
cheques on bank accounts, I don't know how these employees 
signed cheques and that, but--- 

THE COURT: Well, you better ask your client, 
he cashes the cheque. 


MR. PROWSE: Well, I mean the authorization is 
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quite clear, but I mean, how employees in the office signed 
these cheques. 

THE COURT: You mean who gives them the authority? 
MR. PROWSE: Well, the authority, and where they 
get the information to make out--- 

THE COURT: Alright, what are you talking about, 
Sinee April’ on)“ or’ before“ Apraid ? 

MR. PROWSE: Oh, even before April. 

ai COUR See, since April I presume the 
cheques have been issued on the instructions of your client, 
generally. 

MR. PROWSE: Oh, no, no, I am talking about before 
that. I mean, we have had to get all the information about 
books from the auditor. 

THE COURT: That! s¥tights, WelljeMr. Wetverson 
was here yesterday morning, or Monday. 

MR. PROWSE: But he was only the office manager, 
he apparently didn't know--- 

THE COURT: Oh, he wrote cheques. He said he 


gave advances, and when he was doubtful he referred them to 


Mr. Hatch. 

MR. PROWSE: Well, the only reason I brought this 
up-=- 

THE COURT: Now then, we will have Mr. Sucher 


here tomorrow. We will have Mr.--- 


MR. PROWSE: Nilsson, I imagine. 


Cee eke: 
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MR. WEIR: In fact, all of the male employees 


of the association. 


THE COURT: All of the employees will be here 
tomorrow. 

MR. PROWSE: Well, that's what I wanted to-- 
MR. WEIR: We decided it wouldn't be fair to 


bring the stenographers unless someone had some specific 
reason they feel some of the stenographers should be brought 
in, but I believe there was only two girls at any time in 
the association, although there may have been more. All of 
the employees are being brought in tomorrow or the next 

day. 

MR. PROWSE: I was just thinking, anyone who 

had authority to sign cheques, and who--- 

THE COURT: Well, you see, the Holding Pens 
were set up and they were a separate identity, and the 
Signing authority is fairly definite there, and I think you 
will find out as we go along who wrote the cheques, and who 
did that. And then the Marketing Association, I think 

Mr. French was the manager of that, and he wrote the cheques, 
I think. JI think we will find out from him all the things 
that happened in the Marketing Association. 

MR. PROWSE: That's fine. 

THE COURT: So far as I know, no one has suggested 
Otherwise. So far as the marketing end of it goes I haven't 


heard anyone raise any question, at all. We have heard nothing, 
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at all, about the marketing after the cattle were fattened 
and brought in to be sold. 

MR. PROWSE: Yes. 

THE COURT: po wé are not going into that 


area of it unless somebody tells us that we should. 


MR. PROWSE:; 2eSa 

THE COURT: Fine. Go ahead. 

MR. PROWSE: Lia! sotaneny Dideypuiwiehato--- 
THE COURT: Wel ljulet'sygouonpforefivesminutes. 
MR. PROWSE: Alright, fine. 

THE, CQURT: Go ahead. 


MR. PROWSE CROSS EXAMINES THE WITNESS: 

Mr. Williams, in your testimony you referred to an Alsop 
deal that you afterwards learned Mr. Hatch was a one-third 
partners in? 

Yes. 

And in the correspondence--- 

Pardon me. One-half partner. 

A one-half partner. Now, in the correspondence you received 
from the Alsop company they referred to the fact that there 
was a third person in that transaction? 

Yes. 

Who was a one-third shareholder? 

There was a third party who had a one-third interest. 

Yes. Now, did you learn who that person was? 


No, we have not. 
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Was Mr. Hatch questioned as to that? 

Yes, -he was. 

And what was his attitude? 

He revealed nothing to us. 

Well, did he refuse to tell you who the third party was? 
I dontt know whether it was a refusal or just a denial, 
but we got no information as to who it was from him. 

Now, apparently when the Alsop company objected to a 
statement which you had sent out they telephoned the 
Central Feeders office? 

That was in January of 1963. 

And they spoke with Mr, Nilsson at that time? 

L68s 

And as far as you know, Mr. Nilsson assured them at that 
time that the statement was incorrect? 

We learned of that, and in questioning Mr. Nilsson in 
front of the Board he acknowledged it to us, and the Board, 
at that time. 

That he had told them on the telephone conversation that 
there was a mistake in the account? 

And that it would be corrected at this end. 

Now, Mr. Williams, I believe you were present at the Board 
meetings where certain of these deficient members were 
questioned in regard to their accounts? 

Yes,cLlrwas. 


I would just like to know the names of those deficient 
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members who attended before the Board, and who admitted 
that the balance owing by them was as set out in page--- 
THE COURT: Oh, I think you should read the 
minutes, Mr. Prowse, they are there, and there is no--- 
MR. PROWSE: Well, you have stressed the fact 
that the minutes could mean nothing. Now, I have one 
witness here who was at the meeting, if there is any 
conflict in the minutes and what he understood, then I 
would like to know. 

THE COURT: Read the minutes out to him then. 
I don't think you should ask Mr. Williams to bring his 


memory on five pages of notes. 


MR. PROWSE: No, but I thought he might have 
some--- 
THE COURT: Well, in the meantime we will 


adjourn until 2 o'clock. 


(HEARING ADJOURNED AT 12:30 P.M. UNTIL 2:00 P.M. ON THE 


SAME DATE) 
THE COURT: Mr. Prowse-- 
MR. PROWSE: Would it be possible for me, 


tonight, to borrow these minutes so I can read them? 

THE COURT: Why, certainly. 

MR. PROWSE: 

Mr. Williams, this morning I wished to ask you with regard 
to certain of these deficiency accounts which appear on 


page 7 of Exhibit 9 A. My question was with regard to the 
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fact that the Board of Directors, and I believe you were 
present--- 

Yes, 1 was. 

Attempted to interview some of the larger creditors? 

Yes. 

Did any of those that they ‘requested to attend refuse to 
come? 

Yes, Mr. Mehew would now appear, and Mr. Brandley would not 
appear. 

Now, was--- 

And Mr. Burke would not appear. 

Was the Brandley account ever discussed with Mr. Hinman? 
Yes; it was. 

And what was the result of that discussion? 

Well, Mr. Hinman had offered to the Board to help work the 
Brandley account out by feeding 100 head of cattle a year 
and giving them the proceeds on them over and above their 
cost. 

And that was an offer that was made to the Board by Mr. 
Hinman? 

Yes. 

And do you know whether there was any follow-up on that, or, 
I mean, don't guess, if you don't know--- 

Well, there was full expectation that it was a good offer 
provided the association continued. 


I see. Now, Mr. Williams, during the years 1957 to, say, 
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1964--- 

YES, 

Were the Directors credit lines ever exceeded? 

Now, I can't say specifically, but there is one that might 
liaee eer asejust ia bit... Now,,Ll'm just not sure,- I--- 

LE: (COURT: I think there is one shown on your 
Statement, Mr. Prowse. One of your bank statements show an 
overlap of.one of the, Directors. 

MR. PROWSE: i gee. ollow pr a Widliams.,. did wou 
meet with the Directors when they held their monthly meetings? 
No, the only time we met with them was when we went to the 
Board, when we were through with the audit pretty well we 
would attend a special Board meeting generally, and at that 
time we would take in a draft of our statement that we were 
Suggesting, we would take about some of the accounts, and 
then we would, maybe if there was some other matters to be 
dealt with, like in the area of travelling expenses, and so 
forth, or if there were any memberships that had been 
refunded and not approved, or anything like that, those 
matters would generally be dealt with at that time along 
with a final look at the statement that would be finalized 
and presented at the annual meeting, and that meeting 
generally took two or three hours. 

Now,' with regard to the business transacted at the Directors 
meeting during the year, you were never called upon to prepare 


any information for those meetings? 
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I was never present except at that one meeting every year. 
Up until, from the 17th of March on we have been a fairly 
regular attender, but prior to that we only attended once 

a year at this one occasion. 

think that's all,- Your Honour, 

MR. LEITCH: I have a few questions Your Honour. 
MR. LEITCH CROSS EXAMINES THE WITNESS: 

Mr. Williams, do you have a record of your accountants fees 
to this association for, oh, the past few years? Say, 1959 
on? 

Yes, I have. 

Perhaps you would tell us what they were, sir, starting in 
Lot 

For the year ended the 3lst of July, 1959, they were 
$810.00. For the year ended the 31st of July, 1960, they 
were $835.00, and for the 17 month period ended the 31st 

of December, 1961, they were $1,220.00, and for the year 
ended the 3lst of December, 1962, which included the Holding 
Pens, which was the first year that that separate set of 
books had been maintained, they were $1400.00. 

Then in, for this present year, 
which included the investigation that we made, and everything 
up Ci an september. 

Of 1964? 
Till 1964. But now, I haven't really got this broken down 


between what was audit and what was investigation, but 
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there has been $7,951.35. 

I.notice, sir, in one of these documents you filed an 
estimate of accountants fees, relating to the investigation, 
of $5600.00. Does that sound reasonable to you as the 
work you put in after March 17th, investigating the matter? 
That was an allowance as of the 31st of July for both our 
account and Mr. Huckvale's account. 

But that related to the investigation? 

Yes. 

As opposed to routine auditing? 

And up above in the expenses there, there is another amount 
for, audit, I jgust.forget,the way it was split in the 
records, but--- 

I doubt that that is material, Mr. Williams. 

There was $2,710.00 of our estimate in the audit procedure 
for this '63 year, and then this 5600 is a provision for 
both Mr. Huckvale and ourselves, and as I remember, there 
was $2,000.00 allowed there for Mr. Huckvale's--- 

Right. Now, you have already described to us your method 
of auditing, which, as I understand it, is to go in and 
take samples? 

Yess 

Either by monthly periods, as you did prior to '63, or by 
little periods within each month, as you did in '63, of the 
entries in the books, and then go back and check the 


original documents? 
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Yes. 

Is that correct? 

That's correct. 

And now, you have also described to us how there was, 
described to us the errors, or defalcations, if you like, 
in the Alsop account, and what I am wondering, sir, is how 
much more work would it have taken for the auditors to have 
checked each transaction for the entire year in the same 
way as you checked the sample transactions? 

I would say it would require somewhere between four and 
five times as much time to make a detailed audit as on the 
test basis that we followed. 

And the test basis is standard, accepted, auditors practice? 
It's very general audit practice. 

Yes. 

In fact, I feel that the size of our samples is larger than 
is the customary practice. 

Now, I would like to get a little clearer idea of your 
relationship with this association. For example, did you 
have anything to say about who became members? 

Absolutely nothing. 

Were you ever consulted about what members should get 
credit? 

No. 

Were you ever consulted about how much credit a member 


should get? 
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No. It wasn't within the scope of the area that we were 
consulted. 

Yes. Did you have anything to do with the daily business 
of the association? 

No. 

Am I correct) in thinking that your function. .was to go in 
at the year end, check the records of the company and 
prepare the»audit statements which have been filed as an 
exhibit? 

That's, righty 

Sir, this morning we heard that when you sent out these 
little statements to all of the members and the other 
persons who owed the association money-- 

Yes. 

You received replies from only approximately a third? 
Approximately a third. It varied a bit from year to year. 
Yes. 

But up until this--- 

But roughly, over the years you would get replies from 
about a third? 

That! seright. 

Some would be complaints? 

The complaints were very minor. 

Yes.¢ Dpthink you told usthat this morning, and others 
would just send back the document, signed, confirming 


that it was correct? 
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Yes. It would go to them in duplicate with the request 
that one copy come back to us. 

Now, what do you assume when you don't receive a reply? 
Well, the assumption is that there is nothing in that 
that has alarmed the individual, and that he accepts it. 
And, of course, you make these things up from the records 
of the company, don't you? 

Thats erignht. 

That is, you look at the various company records and if 
someone is shown as owing $50,000.00, you then send out a 
little letter saying that the company's records show that 
you owe $50,000.00, please confirm that? 

Yes, his balance as of that year end date. 

Yes, and if you dontt hear from him you assume that he 
agrees that he owes 50,000? 

Yes. The usual procedure of confirmation is to send a 
statement requesting that if it isn't correct to communicate 
with you, but in accounts where you want to be more 
particular the next type of procedure is to employ what 
they call a positive confirmation, where it goes out in 
duplicate and a signed copy is returned, and in accounts 
Qfuthis nature it is felt as being the more desirable type. 
Yes, that's all I have, sir, thank you. 

THE COURT: Mr. Williams, am I right in my 
general statement here that in 1959 there was no provision 


for doubtful accounts, in 1960 there was $5,000.00, in 
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1961, $7,000.00, and in 1962 a little over $9,000.00? 

Yes’. 

THE COURT: 

Would it be also safe to say that the only account that 
was provided for, in the main, was the Hornberger account 
of about $16,000.00, is that correct? 

That's right. 

In avbusiness of this size, where it grew, somebody said 
to $5 million, as an auditor weren't you a bit amazed that 
everyone in this association had such a remarkable credit 
Recome rhhiat athere. (couldn tibe. any “logses?. Did) 1%t ever 
strike you, I know now, looking back, but as an auditor 
didn't that ever strike you that there should be some 
provision for:bad accounts? 

There is one very practical difficulty. Now, let's just 
say that in assessing the accountswe came along and said, 
well now, we feel there should be $10,000.00 reserved in 
this account. Now, fundamentally we haven't anything to 
reserve it out of without making an assessment on the 
members. 

Well, you, somewhere or another, got a hold of $60,000.00 
to build some pens with. 

Yes, we got it by keeping the profits of a number of years 
and assessing--- 

Well,: wait a minute, that's not to build the pens, I thought 
you were referring to that other loss that we recovered. 


No, no, but you did put up some--- 
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This money to build some pens was borrowed money. 

Was borrowed money, but it was paid back? 

Well, I'm afraid that it is still in the money that is 
owing to the bank at the present time. 

Oh, I see. Have you, in your investigations since March, 
made any effort to ascertain when, actually, these losses 
occurred, when they started? 

No, I haventt really examined the individual accounts to 
the depth that it would, that I could say with any degree 
of accuracy about the time that maybe the cattle within 
the account became less than the balance. 

You haven't examined any of the other bank statements of 
previous years? 

Well, I have never bothered myself with the financial 
statements of the individuals. 

No, but I mean, I was wondering whether it would be of 
interest to you to ascertain when this started to Ta lel 
apart? 

Well, it would be interesting, but we feel that our 
primary and immediate purpose would be to try to salvage, 
we have been pretty busy in this area without looking too 
deeply into the--- 

Thatts true. 

Causes. 

Well, just one other question in mind. Why did you not 


present the Special Report to the shareholders? 
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Well, the Special Report deals with the names of individuals. 
Now, the Board are charged with the running of the business 
of the association, and it was their feeling that the 
particular relationship of individuals to the association 
was not something that should be disclosed to the full 
membership, and that's quite a general principle in the 
presentation of the financial information of almost, of 
most concerns. 

Like, generally, the relationship 
of the individual to the business is a confidential thing, 
and is really not the business of everybody that is a 
shareholder. 

Except this was a co-operative? 

Well, co-operatives should not alter that situation. Like, 
even, you could take the Alberta Wheat Pool, for instance, 
which is a co-operative. You can attend an annual meeting 
of the Alberta Wheat Pool and they will never tell anybody 
how much a certain individual hauled to the Pool, or if he 
owes them any money, or if he has advances on his crop, or 
anything else. That information is just something that 
usually isntt given, other than to those that are charged 
with the management of the affairs of the association. 
Now, in July there were two teams went out and counted 
cattle, is that correct? 

Yes. Now, I know there was two teams in, in March, but--- 


Well, I don't care if it was one or two. 
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One or two teams in July, yes. 
And it was as a result of those inspections of the cattle 
that you arrived in your auditor's report as to the 
prospective Loss? 
NOV” it was on tne basis of those reports, “in conjunction 
with Mr. MacLean and the Board, that that estimate was 
arrived at. 
But before you could arrive at any estimate you had to 
value the cattle on hand? 
That's **right. 
Y6ési° So that to arrive atthe correct figure this year, 
as to the present situation of the organization, you first 
had to know the number of cattle on hand, and their value? 
THaU' S8°right. 
I am suggesting to you, Mr. Williams, that in any year, 
and here I am quarreling with your whole philosophy of 
audit, that in any year, no matter how you were going to 
do-it} or in what manner it was going to be done, before a 
proper audit could be presented to the organization you 
would have to have that same information. 

Now, we have quarrelled about this 
for a month, and I am quarreling with you now. 
Well, I know that to the legal mind a Conditional Sales 
Agreement is not thought of as a sale. 
There wasn't any conditional sale--- 


No; but I think, this agreement of this association has got 
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all the elements of a conditional sales agreement. 

Except that the cattle had to be returned. 

But as their security to the agreement. 

No, the agreement says that the cattle were owned by the 
association. That's the whole set-up of this--- 

Let's just say that you buy a car._on a conditional sales 
agreement. 

Oh eyes, TP pay for it and,iteis mins, bub these cattle 
were never, the whole set-up of this organization was a 
feeding organization. The memorandum of the association 
says that it is a feeding organization, the contract says 
that it is a feeding organization, and the contract says 
that the feeders association buys the cattle and puts them 
out to feed, and the man is responsible for losses and all 
that, but the asset of the corporation, in my mind, is still 
the cattle, and that is what you arrived at this year. 
Thatts where you got your loss, because the cattle weren't 
Liere. 

Now, that's my argument with you 
now. I am not going to say that I am going to agree with 
myself, but that is the argument I am putting forward. 
Well, now, if you were toset up records for this association 
and were to present a statement, how would you present this 
asset, following along the principle that you have set, if 
you were presenting a statement to this association? Would 


you have presented an inventory of cattle, certain value--- 
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Exactly as the figures, as are shown in the Royal Bank 
monthly statements, which will be presented in a few 
moments, and if you want to look at them they are right 
behind you there, I think the man has them, take any 
month end--- 

Now, that's a guess, I admit, 
but there is at least something behind it, isn't there? 

As I say, I am just bringing 
this out so that we can have an argument on it. It's 
the one thing that I find that is subject to argument. i 
have no objection, I mean, you made a very thorough audit, 
no one can question that. 
Lea. 
A terrific, the things that you went to, but it's the 
whole philosophy of the audit that is in my mind. 
Well, but I still, even with this statement of inventory, 
I still don't understand how you would expect that presented 
in a financial statement. 
So much money owing by Jones, backed by so many cattle, and 
if the cattle weren't there--- 
But youtre still putting the debt ahead of the inventory. 
That's true, to some extent, but then at the end of the 
year, as happened this year, it comes before the Board of 
Directors and they find that Jones is charged with $0,000.00 
and he's only got--- L*am ‘net rynusing, let's change to 


Leitch, again, so that we won't be referring to any 
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individual. Leitch owes $50,000.00, but there is only 
$25,000.00 of the cattle there, and that's what I think 
the Directors and everybody should have known every year. 
Well, I still feel it wasn't our function to go out and 
count cattle. 

fedonttugay it was, but I think the same as you do, on 
hardware inventory. You dontt go in and count hardware, 
GSByOO?7NTYou may.count aglittde bit,.but yousrely on 
somebody else to count the hardware inventory when you are 
auditing a hardware store, but you make pretty sure that 
the inventory is the truth, don't. you? 

Well, under an inventory, and if it's sizable, we make a 
visit during the stock taking and test part of the stock 
taking. 

That's! right. 

But thisyoin my mind,-isn't primarily inventory. , We have 
an account which is secured by cattle, and the form of the 
agreement gives primacy for the sole purpose of giving good 
security to the audit. 

Well, I think, I don't think we can argue much more. I have 
put my thought on the matter, and you have put your thought 
on the matter, and--- 

Okay. 

MR. LEITCH: Sir, arising out of that Ll just 
have one or two questions, if I may. 


THE COURT: Alright. 
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MR. LEITCH RE-CROSS EXAMINES THE WITNESS: 

Mr. Williams, does the company's record disclose the 
number of cattle each persons is supposed to have? 
Yes, but it. isn't a meticulous. record. 


Right, but that is, that record is kept in the company's 


documents? 

Oh yes. 

ah. COMRT: Oh, no, not very good. 

THE WITNESS: Not very good, no. “1 said it 


Wasn'temeticulous, but there is a --- 

THE COURT: indezy,you, Mr. Leitch, to take 

one of these accounts and figure them out. That is one 

of these big ones. 

MR. LEITCH: OM, Slyamicsurée, sir, that this 

may not be done, but there were documents, as I understand, 
in the company's possession, on which they recorded the 
number of cattle that went to an individual, and the number 
of cattle that came back. 


Now, I gather that--- 


THE COURT: On those ledger cards. 

MR. LEITCH; Yes. 

THETQQURTs But you can't balance them. 

MRs LEITCH: That may be so, sir, but I under- 


Stand that was the object of this document, initially, and-- 
THE WITNESS: But it wasn't satisfactorily 


maintained, that aspect of the account. 
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MR. LEITCH: 
Yes. 
And--- 
How would you arrive at the value of cattle that someone 
has in his possession? 
Well, we always used to take the supervisor's estimate 
and opinion as to what it was. 
And I suppose the value of cattle varies marketly? 
It. can, yes. 
That. is all. 
THE COURT: Thanks. 
Well, we appreciate very much, 


Mr. Williams, you have been here since what, Tuesday 


morning--- 

MR. MOSCOVICH: Monday. 

THE COURT: And this is now late Wednesday-- 
MR. WEIR: Monday. 

THE COURT: I beg your pardon? 

MR. WEIR: Monday. 

THE COURT: Monday morning, yes. JI have lost 


track of time. 

(WITNESS STANDS DOWN) 

THE COURT: Are you going to call the other 
bank man first? 

MR. WEIR: Well, if you would like. 


Lak, COURT: Are you going to keep him here 
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all afternoon just to put those records in, because he 
doesn't know anything, I dontt think, does he? 
ismean, about this transaction. 

WILLIAM J. KURUCH, having first 
been duly sworn, examined by Mr. Weir, testified as follows: 
What is your name, please? 

William James Kuruch, 
And your occupation? 


I work for the Royal Bank as a Specialties Officer. 


How long have you been working in this particular branch 


of the Royal Bank? 

For 13 months. 

To the best of your knowledge is there any representative 
of the Royal Bank presently employed in this particular 
branch that was in their employ at this branch in 1960? 
None of the male members are here. There are a few of 

the female personnel. 

What are these documents that you have here with you today? 
They are statements from, on Lethbridge Central Feeders 
letterhead, together with members account for various 
months, together with two files, one on an Albert F. 
Bullock, and F. W. and F. David Dyck, together with--- 
These other documents here, are these part of your main 
files? 

Theyvare part’ of our files, ‘yes. 


Yes, now, I understand that the number of specific files 
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that you have would actually stack from the floor up to the 
Sopseofsthisydesky.quite easily? 

Yes. 

And these are simply extracts from some of those various 
files? 

Yes, they are. 

Now, do you have any personal knowledge of all the documents 
contained in your hand right now? 

Well, these are documents that were withdrawn from the files 
Btneurroifices 

But you are not cognizant of all the details involves in 
those files? 

No, I am not. 


Itd like to have them marked, Your Honour, as an exhibit. 


THE COURT: Well, how do you wish them marked? 
MR. MOSCOVICH: RB» would, be a nice one. 
THE COURT: How do you wish them marked, more 


than one? 
MR. WEIR: I would say just in one grouping, 


Your Honour, 


THE COURT: One group. Well, we have an R. 
CLERK OF THE COURT: What about B? 
THE: (COURT: Well, we have the Bank of Commerce. 


Well, I think we can put them all together, the Bank of 
Commerce and the Royal Bank. Call this B-1l then. 


EXHIBIT B-1 
Files from Royal Bank. 
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MR. WEIR: I haven't any other specific 
questions; “Your Honour. 

THE COURT: That's fine, thank you very much. 
(WITNESS STANDS DOWN) 

KENNETH MacLEAN, having first been 
duly sworn, examined by Mr. Weir, testified as follows: 
What is your name? 

Kenneth MacLean. 

And your occupation, Mr. MacLean? 

Manager of the Branch of the Canadian Imperial Bank of 
Commerce located at 331 - 7th Street South, Lethbridge. 
And how long have you been so employed in this particular 
branch? 

Nearly seven years. 


No, in this particular branch, though, of your bank? 


THE COURT: Seven years. 
MR. MOSCOVICH: Seven years. 
THE WITNESS: Seven years, less a month or so. 
Tae J COURT: The, it was moved, these accounts 


were moved to this branch after the other branch closed. 

MR. WEIR: When did your, would you please 
explain, perhaps just for clarification purposes, the date 

of the amalgamation of your bank with the Imperial Bank? 

June the lst, 1961, the Imperial and the Commerce amalgamated. 
To the best of your knowledge, who was the manager of the 


Imperial Bank in Lethbridge at that time? 
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James Bradstock. 
When did your bank first commence its banking activities 


with the Lethbridge Central Feeders Association? 


THE COURT: When did the Imperial Bank--- 
MR. WEIR: The Imperial, well, I am 
including--- 

THE WITNESS: In May, 1960. 

MR. WEIR: 


And Mr. Bradstock was the manager at that time? 

Yes. 

Now, Mr. MacLean, when did you first become aware of--- 
THE COURT: Well, when was the account 
transferred to his bank? 

MR. WEIR: 

I am sorry. When was this particular account of the 
Lethbridge Central Feeders Association transferred to your 
bank? 

On the 29th of January, 1963. 

And you had then personal supervision over this account? 
Yes 

Now, Mr. MacLean, when did you first become aware of a 
Serious problem in connection with this particular account 
of the uethbridge Central Feeders Association? 

You mean a serious problem? 

A serious problem. 


17th of March, 1964. 
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Now, did an event occur shortly before that particular 
date that aroused a serious doubt in your mind considering 
the status of this particular account? 

An event occurred in the inspection of one of the member 
accounts that did. 

What was the name of this account? 

De iL. »Burke. 

Now, would you please tell us about this particular 
inspection? 

Early, it was early in March, 1964, I called at the Burke 
farms ol knewythere should be some cattle there, I didn't 
know exactly how many. JI went into the pen and, there was 
no one around, I checked through it myself, and I could see 
very few brands, cleaver brands on the cattle that were 
there. 

Now, the cleaver brands were what? 

Association brand. 

i #66, 

And I saw only three or four on all the cattle that were 
there. 

Did you make this inspection by yourself? 

THeaLaG 

Now, did this alarm you, at all? 

Yes, it-did, because I came back to my office and I looked 
up the account and I saw where there should be quite a 


number of cattle there. 
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THE COURT: How many, roughly? 

THE WITNESS: Well, on my list at that time it 
showed $32,000.00 worth. So I was looking for something 

in the range of 200 cattle. 

MR. WEIR: 

And what did you do when you went back to your office, after 
you looked up these cards? 

I. phoned .the supervisor. 

Who was--- 

Mr. Hatch. 

And what did you say to him? 

I told him of the result of my inspection, and he registered 
considerable alarm, and he said he would get in touch with 
Mr. Burke right away. He suggested that perhaps I had missed 
them, they were there. He was sure that there were cattle 
there, and so I left him, he was going to see Mr. Burke. 

Did you make a subsequent visit, inspection? 

I did, about a few days later, I would say within three days, 
I went out again with Mr. Hatch and with Mr. Burke to see 
these cattle, and at that time there were 132, by actual 


count, in the feedlot. 


THE COURT: With the brands? 

THE WITNESS: With brands. 

THE COURT: With the association--- 

THE WITNESS: With the association brands on them. 


MR. WEIR: 
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Now, did everything appear in order to you during this 
second visit? 

Yes, although I wondered where these cattle with the brands 
came from. They appeared to be fresh brands. 

Did you say anything to Mr. Hatch during or after this 
second visit, or immediately following the second visit, 
concerning this matter? 

Only that, we totalled up the 132 head, it was apparent that 
the account was short, Mr. Hatch said he would, he had a 
chattel mortgage, or he was getting a chattel mortgage to 
cover the balance. 

Did you discuss the results of this second inspection with 
anyone else? 

Tes, ~ Ll» did.’ When lycame= back to; from the visit ;° Or during 
that day or the next day I contacted the office of the 
auditors, and informed Mr. Kinnell. 

And what did you say, approximately, to Mr. Kinnell? 

Well, I just told him that I had, the circumstances as I had 
found them, how I had called there first, how I had called 
back a few days later and all these cattle were there, 
apparently, and I wondered, as he was doing the audit at the 
time, if there were any special entries going through the 
account that might throw some light on these new cattle. 
Now, did someone from the auditing firm subsequently pay a 
VisSit'to your-offite? 


Yes. 
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And what was that date? 

That was on the 17th. 

Of--- 

March. 

March. 

1964. 

Now, am I correct in assuming that it was during this 
particular visit in your office of March the 17th, 1964, 
that the discrepancy between your records and the 
association's records of members accounts was first brought 
to your attention? 

Dhatirsi right. 

Now, Mr. MacLean, how would you normally conduct a cattle 
inspection on this particular Lethbridge Central Feeders 
Association account? 

Well, when the account first came to me Mr. Hatch, and 

Mr. Bradstock, we were discussing the accounts together, 
and it). was indicated..by Mr. Hatch that he had to visit all 
these lots once a year, to check up on his own fieldmen, to 
check up on his members, and he suggested that I accompany 
him on these visits, the same as the previous manager had 
in the Imperial Bank. Not knowing where 90 percent of these 
people lived, I agreed, that would be a good idea, I'd go 
with him, and Istarted out doing that. 

Now, who would make the selection as to where you would be 


going, which farms you would be inspecting? 
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Mr. Hatch, Mr. Hatch did. 

And was this on all occasions with the exception of this 
one particular visit that you made to Mr. Burke's place, 
that you just referred to? 

I would go with Mr. Hatch and I would check at these 
different places with him. Any time that Isaw anything 
that I thought was a discrepancy, a lack of brands, or 
any other reason, I would call back, myself. 

Oh;.I see,. But initially--. 

And check again, you see, 

1 866, But the initial vieite—- 

The initial visit was with him. 

And it was to specific farms selected by Mr. Hatch? 

Yes. The idea being that in the course of the year we 
would visit every one of these farms of the members. 

THE COURT: What happened with this Burke 
transaction? I mean, the cattle were there, what happened? 
You went out, you saw--- 

They were there when I went out the second time. 
Alright. Now, what happened after that? 

I don't know. 

Oh, you have no knowledge of what transpired? 

I have no knowledge of what happened after that, because 
they disappeared, 

Those cattle disappeared? 


To my knowledge, from that feedlot. 
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Have you ever received a settlement from those cattle? 
No. 
And the amount is still outstanding? 
Still outstanding, only instead of 324, 1t is 42,000. 
42,000, And the cattle are gone? 
To my knowledge. 
Alright. 
MR. WEIR: I just handed to you some statements 
which contain eight separate lists of members accounts of 
the Lethbridge Central Feeders Association. 

Do you recognize those statements* 
I do. 
I would like to have those eight statements marked, please, 


as an exhibit. 1 will have a number of separate exhibits--- 


THE COURT: Do you wish to put those all in as 
one? 

MR. WEIR: Yes, aS one group. 

THE COURT: Alright, B-2. 

MR. WEIR: B-2. 

THE COURT: Hight statements, did you say? 

MR. WEIR: Yes. 

THE COURT: From what date to what date? 

MR. WEIR: I will give you the specific--- 
THE COURT: Have you got a list of the dates? 
MR. WEIR: Yes. January 31st, 1964, December 


31st, 1963, November 30th, 1963, July 31st, 1963, January 31st, 
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1963, November 30th, 1962, October 31st, 1962, August 31 st% 


1962. 
EXHIBIT B-2 
Kight statements. 
Bis LEITCH: Mr. Weir, how do you describe those 
again? 
MR. WEIR: nese are simply lists of--- 
Ee SOUL TL They are monthly statements from 


the feeders association to the bank. 

MR. WEIR: 

Mr. MacLean, who gave these lists to you? 

They were sent out by the office. They were brought in to 
our place by the man who makes the deposits, usually, for 

the association. 

Now, is this the complete number of such Lisoe 

No. There was a list for each month. These were just picked 
at random. 

There was no specific reason for picking these lists? 

No, nO. 

Did you show these lists to any member of the Board of the 
Lethbridge Central Feeders Association? 

I did. On a number of occasions I would go through, we would 
go through these lists as soon as we got them, and process 
them, and we would arrive at the members who were over their 
limit, and we would also pick out the accounts that, for which 


we didn't hold contracts, and on a number of occasions I 
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would refer this matter to Mr. Houlton, who was the chairman, 
at that time, of the Board. 

So then, your bank kept a pretty close watch on the members 
accounts, particularly those accounts increasing over their 
authorized credit? 

We did. 

And would you discuss this particular matter, as well, with 
Mr. Hatch, the supervisor? 

Yes, I did, and sent him a letter every month pointing out 
these, and enclosing a list of the discrepancies. 

THE COURT: You say you sent Mr. Hatch a letter 


every month? 


THE WITNESS: Yess 
THE COURT: Pointing out the discrepancies? 
THE WITNESS: Pointing out these overages and the 


lack of contracts, or any other discrepancies that occurred, 
and the results of our inspections where cattle were not 
branded. 

MR. WEIR: 

And I believe you mentioned that you showed those lists 
periodically to Mr. Houlton, “is that'correét? 

Yes. 

Now, did Mr. Houlton express any concern about the accuracy 
of these lists marked exhibit B-2? 

No. No, he was concerned about the branding, as far as the 


accounts being over the contracts he wasn't too concerned 
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as long as the cattle were branded. 
Before going into detail in those lists, I would like to show 
you a letter which you formerly showed to me, from your file. 
Do you recognize that? 
Lao, 
This letter that you handed to me, would you please explain 
tO us the details of this letter, at least the date, and to 
whom it is addressed, and who sent it? 
It i8 dated the 19th of April, 1962, and it is addressed to 
Mr. J. W. Bradstock, the manager of the Canadian Imperial 
Bank of Commerce at 323 = 7th Street South. 
And the reason that you have this particular letter in your 
hand is that all of the former files of the Imperial Bank 
were then transferred over to you when that particular branch 
was closed out? 
That's right. 
Who signed this particular letter? 
It is signed by Mr. Hatch and by Mr. Houlton. 
I would like this marked, please, exhibit B-3. 
EXHIBIT Bes; 
Tray April 19, 1962 signed 
by Mr. Hatch and Mr. Houlton. 
MR. LEITCH: What is the date on that again? 
MR. WEIR: April the 19th, 1962. 
Would you mind reading this into the record for us, please, 
Mr, MacLean? 


April 19, 1962. 
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Mr. J. W. Bradstock, Manager 

The Canadian Imperial Bank of Commerce 

Jeo 040F thastacsSo. 

Lethbridge, Alberta. 

Dear Mr. Bradstock: 

We are in receipt of your request asking for a report on 
the Noel Brandley account and assurance that this condition 
is not present anywhere else in the Association. 

In our business as we assume in any other kind of business, 
there is very little protection again deceit. In our 25 
years experience, we have been deceived in this same manner 
three times. This being the third. In each case the actual 
shortage of livestock on the premises was discovered in a 
matter of two or three months as was the case here, but the 
deception had carried on much longer. 

There was one apparent weakness in the Brandley account of 
which we have been aware. This was the matter of three 
different financing groups backing one herd of cattle. 
Ordinarily we will not participate in an enterprise of this 
sort unless the cattle in with ours are owned outright by the 
feeder. In this case, however, our own bank was backing 
this man and the third party was one of the best operated 
livestock firms in Canada, we therefore felt justified. We 
are feeding in this manner in only one other feedlot in the 
Association and this party has been inspected every thirty 
days by our fieldmen. 


Our account stood at $22,134.79 for 225 cattle. We have a 
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letter on file stating that 150 of these cattle were 

branded diamond T insert the balance had the association 
brands of the cleaver and the LF. We now have evidence 

of Mr. Brandley selling some of the cleaver branded cattle 
and all of the LF cattle. This was done by having the brand 
inspector go directly to Mr. Brandley's farm and read brands 
there. The cattle would then be shipped to markets other 
than Lethbridge and proceeds go to Weiller and Williams. 

Mr. Brandley was drawing advances from Weiller and Williams 
so the proceeds would be held unless directed otherwise. 

The Association's dealings with Mr. Brandley have been somewhat 
different than our dealings with the bulk of our other 
customers. This was due to the large number of cattle 
involved and his apparent ability to buy and sell cattle. 

Not all of the cattle on the account were delivered to 

Mr. Brandley by the Association, although those with our brand 
were handled in that manner. Advances were made to Mr. 
Brandley on his own cattle and this was the reason for 
taking the afore mentioned letter on thebrands. This was 
done with the knowledge of the bank and the cattle were 
identified as being present. 

On the occasion of our November visit, we made an overall 
count, satisfied ourselves on a spot checkof the brands, 

and Let it go at that. To read all brands in November when 
the winter coat is long is impossible without clipping the 


cattle. At any rate, it. has since become apparent that the 
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branding he did was not related to who owned the cattle. 

We held a contract with him in which he agreed to brand, 
but apparently was only branding enough cattle to carry out 
his deception, 

The principle involved of giving members advances on their 
own cattle must be defended. This has been a procedure we 
have carried out in a small way for many years. A member 
may want to sell his own calves to the Association and feed 
them out with Association cattle. We have approved this 
practice in the past and believe it to be sound. 

We gathered 103 cattle which we intend to place on pasture 
which we have available and grow this account out. This may 
réquire two summer seasons to complete. 

We wish t6 assure the bank that our monthly visits to our 
feedlots as well as the fact that our fieldmen are in our 
feedlots several times during the year, leads us to be 
reasonably sure that such a condition does not exist in any 
other account. 

Yours truly, Lethbridge Central Feeders Association Ltd., 
signed by Mr. S. W. Hatch, Supervisor, and H. G. Houlton, 
President. 

MR. WEIR: Thank you, Mr. MacLean. 

Your Honour,l would now like to compare five accounts 

with those eight particular documents marked as exhibit B-2, 
and I was thinking that perhaps the best way of doing it 


would be for Mr, MacLean to read out the particular balances 
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of the individual account, and then I could read in the 
balance recorded on the ledger cards, sitting beside 

Mr. Moscovich, who could beuw—-= 

MR. MOSCOVICH: I won't watch you, go ahead, 

MR. WEIR; Well, I would like you to, actually, 
to make sure I don't make a mistake. There is so many 
figures I am afraid I just might make a mistake, 

I have picked five parcvicular 
accounts, Noel Brandley, L., Mehew, J. B, Merrill, Ray Nelson, 
EH. N. Peterson, just as a cross section, 

Now, let us examine the first one, 
January 3let, 1964. What is the balance in that particular 


month for Noel Brandley? 


THE WITNESS; $23,786.17, 

MR. MOSCOVICH; By balance, doyou mean indebtedness? 
THE WITNESS; Yes. 

MR. WEIR; Now, according to the ledger card it 


would appear that Noel Brandley on that particular date owed 
$36,508.47, 
Now, for Mr. Mehew? 
$48,356.35, 
Now, in the ledger card it would appear that the balance is 
$68,356.35, 
THE OOURT: That is the one ledger card? 
MR. WEIR: . This is from the ledger card, 
THE COURT: The one ledger card? 
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MR. WEIR: Well, the one ledger card, yes. 
LHak.COURT: There is another--- 
THE WITNESS: l understand there is another 


bedger card too, Your Honour. 

MR. WEIR: The other ledger card, it would 
appear to be, in January, $73,986.92. 

THE COURT: And you have no record of that on 


your statement? 


THE WITNESS: NOvrecords,on this, 

THE COURT; Alright. 

MR. WEIR: Now, sie, gMerrill, J.B. Merrill? 
$21,783.10. 

MR. MOSCOVICH: How many thousand? 

THE WITNESS: $21,783.10. 

MR. MOSCOVICH: Thank you. 

MR. WEIR: Now, according to the ledger card 


it would appear to be $51,783.10. 
Ray Nelson? 
THE WITNESS: $25,202.18. 
MR. WEIR: According to the ledger card for 
the same period it would appear to be $95,202.18. 
BE. N. Peterson? 
THE WITNESS: $29 jokd. 1.05, 
MR. WEIR: According to the ledger card at 
that particular time it would appear to be $49,111.05. 


THE COURT: Now, could you just take one 
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account the other way? Can you think of one that we 
discussed the other day? 

MR. MOSCOVICH: Are there any? 

THE COURT: Oh, yes, there must be a counter, 
there must be an equal amount the other way. 

THE WITNESS: Leu'ts try Adolf. Karl. 

THE COURT: Well, take the Adolf Karl account. 


The books must balance. Alright. 


THE WITNESS: $17,347.90. 

THE*COURT: How much was it, 17--- 

THE WITNESS: $17,347.90. 

MR. WEIR: According to the ledger card for 


that same period, it would appear to be $7,347.90. 

Now, for December 31st, 1963,--- 
THE COURT: Well, I think we will find the 
same thing.’ Let’s go back” to"1960°and see how it is--- 
I don't see that there is much use going through each 
month, is there, Mr. Weir? 
MR. WEIR: Well, I just wanted to assure 
Your Honour that I have gone through these five accounts 
during the noon hour recess and the same pattern appears 
in all of these accounts for all of these. With the exception 
of August the 3lst, 1960. They pretty well bear out to be 
fairly accurate on-that particular date. 
THE COURT: In 1961? 
MR. WEIR: This August the 31st, 1960. 
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THE COURT: 
MR. WEIR: 
THE WITNESS: 
MR. WEIR: 


out on those lists, 


THE COURT: 

month? 

THE WITNESS: 

MR. WEIR: 

well, Your Honour. 
yowtlike to-~-- 
THE COURT: 
November of 1962, 
MR. WEIR: 

Noel Brandley? 
THE WITNESS; 

MR. WEIR: 


ory = 
You have nothing in '62, or 161? 
Well,.i.am just Saying--- No. 
I have '62 here. 
No, just the dates that are read 
Well, he says he had a '62. What 
October the 31st. 
We have November 30th, 1962;-as 
There were discrepancies then, would 
Well, let's take either October or 


Okay. November 30th, 1962, then. 


$22,475.25. 


What was that figure again? 


$22,475.25, that is the 30th of November, 1962. 


According to the ledger card that same date it would appear 


to be $48,475.25. 


$38,711.69. 


Now, for the L. Mehew account? 


According to the ledger card here it would appear to be 


B73, GLPwae, 


J. B. Merrill? 
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$40,826.67, 
MR. MOSCOVICH; What was the number, Mr. MacLean, 
what amount? 
$40,826.67, 
MR.. MOSCOVICH: Thank you very much. 
MR. WEIR: 
According to the ledger card for that same period it would 
appear to be $96,826.67, 
Ray Nelson account? Would you just 
give us a minute, Mr. MacLean, until we find it? 
Alright, 
Okay. 
$46, 742,08. 
According to the ledger card it would appear to be $66,742.08. 
E. N. Peterson? 
$34,677.72. 
And that is the amount appearing on this ledger card for 
that particular period, $34,677.62. 
MR. MOSCOVICH;: Hurray. 
MR. WEIR; This was the only one, incidentally, 
that appeared to be correct for that perieda’ But as I said, 
Your Honour, for the--- 
THE COURT: What is the Merrill account for, 
way back in #60, August the 31st, 1960? 
THE WITNESS: $12,574.83. 
THE COURT: $12, 5--- 
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$574.83. 
THE COURT: 83, 
MR. WEIR: 


What was that figure again, please? 


MR. MOSCOVICH: $12,574.83. 

MR. WEIR: that is exactly what it is in the 
ledger, 

THE COURT; That is the same amount, is it? 
MR. WEIR: Yes. There are a number of 


documents in front of you Mr. MacLean. Would you please 
explain to Judge Turcotte the meaning of these particular 
documents? 

Our, or at least the association line of credit with the 
bank was subject to annual review, and it was usually 
reviewed in April or May each year on the basis of the 
audit statement, and on economic conditions prevailing at 
that time, and in order to set it up the Board would meet 
with Mr, Hatch, or Mr. Hatch with the Board, and they would 
set out the limits for each of the members, and then it 
would be presented to us. 

Now, you have, I believe, five of such documents? 

I have. 

Would you give us the dates of these five documents, please? 
Starting back, May the 24th, 1960, that was the first one, 
and November, 1960, June, 1961, May 1962, and this would be 
May, 1963. 
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I would like to have these all marked as ExhibiteBeu= 


CLERK OF THE COURT: Four. 
MR. MOSCOVICH: FOUN: 
THE COURT: I think you better mark them 


separate, B-4, 5, 6, 7, 8. 


EXHIBIT Beh 
Document dated March 24, 1960. 


BAHT BIT Be5 
Document dated November 1960, 


EXHIBIT B-6 
Document dated June 21, 1961. 


BHXHIBIT B-7 
Document dated May 11, 1962. 


EXHIBIT B-8 
Document dated 1963. 


MR. WEIR: Now, Mr. MacLean, would you mind 
examining the most recent oneof 1963, and just outline the 
various items that would be appearing in the columns. 

Well, there would be the member's name, and opposite his 
name there would be the membership, his reserves, high 
during the year, his low for the year, the latest date of 
the low point, if low not zero, the volume of sales during 
the particular year, the March 31st, 1963, balance, the 
livestock held, the number held, the estimated value of the 
livestock, the details of balance if not livestock, the 
Old credit limit for the individual member, any adjustments 
made during the year to that limit, new limit for 1963, date 
of the latest statement, month of the bank inspection, 


expiry date of the contract, remarks put in by the Lethbridge 
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Central Feeders, bank remarks put on the outside column. 
Now, this document is typed. From what documents would 
you have it typed? 

From a handwritten document prepared by the feeders, and 
the paper writing on this particular document, or the pencil 
figures were put in by Mr. Hatch, the members names in the 
handwriting of someone in the office. 

Now, this is also marked May of 1963. This is the one to 
which you have just referred, the one that is in the 
handwriting of Mr. Hatch? 

Les’. 

rec wis tin, speared dy, thats? 

Yes. 

I would like to have this one marked. 

MAE, OUR: B-9. The handwritten one is 

B-8. 


EXHIBIT B-9 
Typed document. 


MR. MOSCOVICH: If it please Your Honour, my 


friends would like to smoke for about five minutes. 


THE COURT: We will stop in seven minutes. 
MR. MOSCOVICH: Alright, fine. 

MR. PROWSE: Thank you, Mr. Moscovich. 

MR. WEIR: Your Honour, I am just wondering, 


if we stop now it may give me a better opportunity of going 


through some specific figures, if we do adjourn. 
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THE COURT: Fine. We will adjourn for 15 
minutes then, now. 
(HEARING ADJOURNED AT 3:05 P.M, AND RESUMED AT Sees eae ey 
THE COURT: ALTIZht. 
MR. WEIR: Your Honour, I was able to go 
through some of them during the recess. 

Let us look for a moment, L. 
Mehew, on the statement, Mr. MacLean, for 1963. Now, I 
believe this covered a period from April the lst, 1962, 
to March the 3lst of 1963, is that correct? 
Right. 
Now, what is the high indicated on that account in the 
handwriting of Mr. Hatch? What was supposed to be the high 
of that particular account? 
$45,168.13. 
Ihave “here, October the 16th, in this account-= 
THE COURT: Look for $168.13. 
MR. WEIR: Actually the figure I wrote down. 
here during the recess is October of '62, and the high I 
see there is simply $65,900 and --- No, there is, I dontt 


seem to have that figure here. 


MR. MOSCOVICH: That's high enough. 
MR. WEIR: Iam sure I found a higher one. 
THE COURT: Well, it's not too important, 


Mr. Weir. ‘The thing is, what ‘did it ‘stand at on the date 


of, whatever the date was. 
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MR. WEIR: 


~ $333 -- 


No, it varied throughout the 


account. I am looking for the high for that period, Your 


ano ur: 


THE COURT: 


Oh, -well, I know, but what “is the 


amount as of the date that that statement was made out? 


What was shown then, March 3lst, or whatever it is? 


At-the 3lst.of March, $30,967.48. 


THES COURT: 
GIS 

THE COURT: 

MR. WEIR: 

THE COURT: 

MR. MOSCOVICH: 
THE COURT: 

MR. MOSCOVICH: 
THE WITNESS: 
Tis CACUTETs 

THE WITNESS: 


Ulan Brive here. 


MR. WEIR: 
MR. MOSCOVICH: 


MR. WEIR: 


$30 $900 --- 


Now, what is it on your account? 
It is January--- 

No, no, on March. 

March, 1963. 

UGE 

are 

03: 

1963. 


Oh, that's why wetre in the wrong, 


No, that's okay. 
That's alright. 


$61,218.94, but that doesn't 


necessarily reflect the high, because it goes up considerably 
higher than that. 
Let us, anyway, move to the Merrill 


account, J. B. Merrill account. For that same period what is 


mAs 
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the high recorded in that. particular document.that youtre 
reading from, Mr. MacLean? 
$40,796.67. 
Now, in that’ ‘particular period, in.September the 20th 
there is a balance of $102,598.83. 
Now, the Ray Nelson account for 
that same period? 
Hen ror the year, $41,206. 9h. 
June the 13th,.1962, there is a-balance of $80,315.57. 
Let-us move back ‘to one of the 
other exhibits that you have in front of you, Mr. MacLean, 
for the period April lst, 1961 to March 31st, 1962. Let 


us examine, for a moment, the account of Mr. Mehew. 


THE COURT: Is that B-7? 

MR. WEIR: Is that one marked B-7, as an 
exhibit? 

THE WITNESS: We were--- 

MR. MOSCOVICH: 162 is B-7. 

THE WITNESS: Be-7, nére 18 B-/ here. -We are 


dealing with B-8. 


THE COURT: Yes. 

THE WITNESS: And you want to start with Mr. Mehew? 
MR. WEIR: oes 

THE WITNESS: High for the year, $39,719.73. 

MR. WEIR: Now, I have for March the 27th, 


1962, which is still within that period, the figure of 
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$89,398.95. 
SO, we examine the account of 
Mr. Merrill in that same exhibit. 
High $46,889.12. 
November 2lst of 1961 would appear to have a balance of 
$67 , 303.28. 
Is that sufficient, do you think, Your Honour? 
THE COURT: Oh, I think that is sufficient, 
Mr. Weir. 
Would you have loaned that kind of money to these feeders 
if you had known that you were loaning it? 
No. 
MR. WEIR: Do you recognize these documents, 
please? 
TRdot 
And what are they? 
They are financial statements. 
Of individual members? 
Of individual members. 
I would like to have these all entered in one group, 


Your Honour. 


EeE COURT; B10. 

CLERK OF THE COURT: B-10. 

THE COURT: They are not exhaustive,: Mr. 
MacLean? EXHIBIT B-10 


Financial statements. 
THE WITNESS: No. 
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THE COURT: They are just a few of your 


Statements, are they? 


THE WITNESS: Just a few, yes. 

THE COURT: Yess 

MR. LEITCH: What was that, B--- 

THE COURT: B-10. 

MR. LEITCH: B-10. 

THE COURT: While he is marking it, could you 


just tell us how these came into being? 

THE WITNESS: Well, to support the application 
for credit the bank requires that a’current financial 
statement be submitted within a year, and these statements 
were taken by the association, by Mr. Peterson or Mr. Hatch 
during that 12 month preceding the application for credit. 
THE, COURT: And what happened to them? 

They were presented to the bank to be referred to when they, 
we were dealing with this application for credit for the 
association, for the ensuing 12 months. 

MR. WEIR: 

Mr. MacLean, did you have any knowledge about the Pereverziff 
account? 

No. 

That.is ‘prior to’ March the 17th, 1964? 

Never ‘knew at existed. 

THE COURT: 


You didn’t: know that there was 40 or 50 thousand dollars of 
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good bank money being loaned to Mr. Pereverziff? 

No. 

MR. WEIR: 

Mr. MacLean, were you cognizant of the feeding arrangement 
involving Mr. Hinman and Mr. Brandley?.. You are acquainted 
with what I am referring to veg eaee you not? 

I am acquainted with it now, but I wasn't then. 

You weren't acquainted with it before March the 17th, 1964? 
No. 

THE COURP: Well, there.is_an item on the 
bottom of those statements, Mr. MacLean, of $54,000.00 

ef inventory, where did you think those cattle were? 

I thought they were: in the holding pen at that particular 
‘Mes 

Well, were they there for several months, or just were they-- 
Well, aiter they came, on.there,.for,about,the, second.time 
then we investigated, and we did, this is.when we discovered 
they were out at Brandley’s farm, and at that particular 
time JI wasn't aware that there had been a feeding agreement 
with Mr. Hinman, 

MR. WEIR: 

And the references we have heard so far referring to the 
Hin. Hat.Som. Ranch, you--- 

iLenever hneare-or, thar until,thenl7th of March. 

Tit. COURT: 


So you didn't know that several, $30,000.00 of bank money 
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was in that? 

I didn't know they had an account with the feeders 
association. DT’will’ put it that way. ‘ 

MR. WEIR: Approximately how much money 

was involved with your bank in this lending to the 
Lethbridge Central Feeders Association, just in rough 
figures? 

in this current year, 1963, they had a credit established 
for their member account at $2,850,000.00, and $250,000.00 
for the Holding Pen and Drover operation. 

THE COURT: 

That's three million--- 

That's ever three million. 

MR. WEIR: 

Well, this 1s so much money it would be, in a certain way 
then, the’hethbridgs Céntral Feeders Association, through 
their arrangement with the bank, was almost like a branch 
office, really, of the bank, in a certain way wasn't it, 


with the amount of credit that was being financed by them? 


MR. MOSCOVICH: The only thing, it smelled 
differently. 
MR. WEIR: 


Mr. MacLean, would it be fair to say that your bank's head 
office normally would exercise far more supervision and 
control over an official branch of your bank that was 


lending a volume of money comparable to the amount of 


hy 
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money that was lent through the Lethbridge Central Feeders 
Association? 

You mean more control? 

Well, yes. If you had a small branch in a certain place 

and lent the amount of money that was involved in this 
particular Lethbridge Central Feeders Association account, 
your head office would exert, would it not, far more 

control over that small branch--- 

Yes. 

Than was exercised by your bank over the involvement with the 
Lethbridge Central Feeders Association? 

They would, it would be expected that the account would be 
followed closely, and it would be followed closely from 

head office. We were required to submit forms every month 
on the standing of the company, on the basis of these monthly 
reports that we were getting. 

I am thinking now of hindsight, now, looking back. I am just 
wondering if it would appear that you didn't really exercise 
as much control and supervision over the lending of money 

in individual accounts of the Lethbridge Central Feeders 
Association? ; 

Well, we didn't make the loans to the members. We made the 
total credit available to the association, and they placed 
cattle to the members up to the amount of these credits. 
Well, then you feel that the control that you exercised 


over this particular account, and the control exercised by 
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all of the members of your bank was pretty well normal, as 
far as the control that you would exercise, that this 
particular account was, in effect, an official branch of your 
bank? 

Yea. 

IT.have no more questions, Your Honour. 

THE COURT: Mr. Moscovich? 

MR. MOSCOVICH: Just one question. 

MR. MOSCOVICH CROSS EXAMINES THE WITNESS: 

As I understand, Mr. MacLean, the figures of eredit, you 
knew the correct figures of credit to be given to each 
member? 

Yes: 

And the figures of credit and the figures on the books of 
the company were different? The eredit was low in the 

bank, and much higher, as much as twice as high on the books 
of the company? 

That's. right., 

Now, when an application for credit was made to your bank 
how is it that, knowing the total amount of credit that can 
be given to these 150 members, to the feeders for these 
members, how is it that the bank would give more money than 
the credit allowed? Was the--- 

It was worked out within the credit. 

Yess 


Where they added on to one they took off from another. 
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Iosee. 

And it was balanced up on the books. 

But you never gave more than the total amount of credit for 
each member? 

Yes. The individual members, now, I didn't give it, this 
was handed out at the association. They placed cattle above 
the limits, and above the contracts in some cases. 
I.know,,but,Hatch, er some other person in the bank, or the 
Board, would come to you once or twice a year and would say 
we require,» X dollars to carry on business? 

Right. 

Was this sum of X dollars in excess, or beneath the actual 
total amount of credit allowed for these members? 

The sum they requisitioned, which would be the amount 
sufficient to service all the members on this list. 

Yes, thank you very much. 

THE .COQURT; Mr, Leitch. 

MR. LEITCH CROSS EXAMINES THE WITNESS: 

Mr. MacLean, am I right in thinking that you, or rather, 
more accurately, the bank, obtained an inventory of the 
cattle? Were you told how many cattle were held by the 
various members? 

Yes, that information was furnished to us on the monthly 
lists from the. association. 


And would that be the only source of such information to 


the bank? 
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No, we would verify this--+- 

No, apart from verification--- 

That would be the only source. 

That would be the only source of information the bank would 
work from as to the number of cattle being held by the 
members? 

Yes. 

And then the bank had set up a program for checking that 
ventory ~aisethat correct? 

inae'S Pient. 

And as I understand you, sir, that program was to have 
yourself go around with Mr. Hatch to the various feeders to 
check the number of cattle? 

Yes. 

The object being that the bank would know at all times 
how many cattle the association had, and with whom they 
were placed? 

Well, the object being we were trying to determine that 
the cattle in the individual members hands were in 
accordance with the figures given us by the association. 
Yes. 

And that they were properly branded. 

Because you hada complete list, you,-.in effect, have a 
total inventory-=-- 

Yes. 


Of the cattle=--- 
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Every year. 

Right. ‘Now, as I understand it, sir, these monthly sheets 
that were given to you overstated=-- Pardon me, understa 
the credit to some of the members? 

Right. 

And overstated the credit to the other members? 
fhabisoright+ 

So that the totals balanced with the actual total on the 
company's records? 

168% 

Now, that being so, then there would, take a person whose 
account was shown on your sheet at $50,000.00, you would 
expect to find $50,000.00 worth of cattle on his land? 
Right. 

And if, in fact, in the association's records his account 
was only $10,000.00, he would, in fact, only have $10,000 
worthwef-eattle, is that.right? 

That's right. 

Yes, So that on these inspections you would make to 
ascertain the cattle inventory, presumably there would be 
a mistake in, the mistake would show up in those accounts 
which had been overstated to you? 

Except they changed. 

Pardon? 

They changed. 


Now, did you get a statement saying that in the month of 
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November, 1962, and I will pick a name, Mr. Prowse, because 
he is used to having his cattle with him for a while and 
taken away from him, is said on your account to have a 
credit sof $50,000.00, which is within his limits? 

Yes. 

If, in fact, on the books of the association he only had 
an account of $10,000.00 he would presumably only have 
$10,000.00 worth of cattle on his place? 

Tia? S Sian ty 

So that if you happened to go to his place looking for 
$50,000.00 worth of cattle and found only 10,you would 
think there was something wrong? 

I would, -but--- 

Now, how many, for what length of time did you. personally 
carry out what we might call a cattle inventory? 

From the time this account came into our branch. 

That was-== 

Once a.month, from January of 1963. 

Jeo ofnaen ie month, from January of 1963 VOU Went- out on an 
inspection trip? 

That's right. 

And would, on each trip, visit some of the feeders? 

LBV 1a Sema bes 

Right. The object being that in 12 trips you would visit 
every feeder? 


Yes, 
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And did your predecessor do the same thing? 

Yes. 

For what period of time? 

Since he took the account over in--- 

1960? 

1960. 

And am I right in thinking that, would he go out every 
montnealsedto visite l0°Sor2lbefeeders? 

Yes, as far as I know. 


And when he went out it would be with the object of ~checking 


what was actually on the feeder's place against the information 


supplied to you by that monthly statement, is that correct? 
That's right. 

Am I right in thinking that apart from the Burke case, which 
you have described to us, that in all these inspections no 
discrepancy in cattle inventory was found? 

Not in the inventory. 

No significant--- 

Not significant. Now, there is a reason for that. 

Supposing that we were going out on 
the 15th of the month, I would have thé ymonthly list -bérore 
me, but I was told, as we would go along to a place, that 
probably they did have 50 showing on the, they just sold 
off 30,000, and we would only see a0. here. 

I see, and this information would be given to you by Mr. 


Hatioh? 
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So that if you took information shown on this sheet as 
amended by him while you were on the way to this feeder's 
place then you would find on the feeder's place what he 
said was the balance of the account? 

Because this was prepared at the month end. 

Yes, and they changed rapidly? 

And we would not receive them in our office until, oh, 

+n the middle of the month, and it would be towards the 
middle to the end of the month we would go out to make an 
inspection. Well, it is conceivable that there would be 
cattle moving out of some of these feedlots. 

Right, and during this nearly four year period were all 

of the inspection trips made by yourself, or the person 
before you, made with Mr. Hatch? 

I think so. 

Except the one you have told us about that you made 
personally to the Burke place? 

Oh, I made a number during the summer, myself. 

During the summer of 1963? 

During 1963, yes. 

And during those visits did you find any serious discrepancies? 
No, no, because I would phone the office, usually, before Il 
would go=<- 

To find out what they should have? 

To find out how many cattle I should see at a certain lot--- 


Right. 


& 
. i 4 } ] 
As & 


coeteg ata io , tisetuoy yd sham eqtes’ nee vageat ods to. *é 


~s-3o) Sisties # 18-008 binage t bode pial: eat a 


it 
i, 
sa%7 ofras col Veaw nm? fo eavew Foy afene eres 


obi euottae vot bret. wet bob etigdy oncrld: andrea bie 




















je6fe 2th! ao averse Mol Esemtetisd | dowd 


aw soela etrebset say m6 bist rt bieed wey, arts an i 
ans sit to stmaiad eg ewe 

se HJtom sic cahewegekg. enw eae asic 
EDS: ; ISABNO ¥ Yo0 - ‘bee 4% 


fiom soktte wo 5 mets .2visset Tam bioow-ave ve x 

‘ ; . 
ree - 

Taw 30) by bl a i | rye . Hoon od @ | | bas) af bE*t ot 3 be 7 

| oe, IOs 

m Ov cio om biwow Sw trocar ats, Yo be ni I 080 AM 
=. ei ; 


ow etaacr tara efdsavieston @l gz Liew nord sen 
.etolbeel seeds ‘te emps To, dde-gnivanr cise 


ayeaw polieq teey Wor viTeexr alate nts ia bits. ar og 


ooogel .oM suitw eben HON s10%ed y! 
a7 oe sed ele t Y 
shen vey tans weds ay blis event Man s20 9as sqeoK 


a> age 


svelq sxaee ati od scan ao 


-tieeym , rere odd gricol vedi t ean L 14. 


ad, Saeeiel << e 
PERL Yo, wemmiey Bit ee ) 
say ede’ anit 


'- is 7 
iad 


lavew. ,aoddto any — bin ow t, h seuncnd (att ey 
. eel 


Dahil a nee 
Pa , a 


‘aved vlwone yond ie 349 so 
: - »s Pa a 















ve ty 





> AY os 
i at a 
a on : ic oe ae 
‘ eA. 
‘ rare : 4 rn 5 na 








yo 
> 


» ayy 
7 


ent ie ne =), 
 § 


I 
P e 
7 Fo 7 rh 5 


ce) 


a - © = 


S296 = 


And I got the right figures. 

And with whom would you talk, Mr. Hatch? 

Mr. Hatch. He was the only one that would ever give me 
these ledger accounts, 

So really, what happened in the inspection trips being 
made by the bank, were to check the oral information 
given to the bank by Mr. Hatch, and not to check the 
information on those sheets? 

No. That's right. We were checking the accounts. 

Right, thank you. 

MR. PROWSE CROSS EXAMINES THE WITNESS: 

Mr. MacLean, I believe the first meeting you had in regard 
to this account was in January the 15th, 1963, when the 
Supervisor was down from Calgary? 

Thatts right. 

And you and Mr. Bradstock and Mr. Hatch, and were there some 
members of the Board of Directors present at that meeting? 
Yes. 

And at that time the policy on this loan was discussed? 
That's right. 

And is it correct that if the Directors and Mr. Hatch had 
carried out their undertaking to the bank could the bank 
have lost any money on this account? 

Well, at that time it was bad, but had they followed these 
instructions as they agreed that year we wouldn't have lost 


any more money. 
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And by that, I mean, was it not a fact that for every -dollar 
out there was to be at least a dollars worth of Cattle there, 
back of the dollar that you loaned out? 

That's right, | or accounts receivable. 

Or accounts receivable. And in other words, the loan was 
secured by cattle? 

Right. 

Now, over the time, what one of those requirements was, that 
all cattle would be branded by the association before they 
were sent out? 

Well, they were to be branded, either by the association or 
by the member as soon as he received them. 

And I believe in the time that you had the loan under 
supervision you found approximately three or four eccasions 
when cattle were out not branded? 

Right. Three or four occasions usually every visit. 

And what did you do about that in order to bring this 

home to the association? 

I contacted Mr. Hatch, I contacted Mr. Houlton and got his 
assurances right along that this matter would be attended to, 
it would be brought up at the Board meetings, and that 

Mr. Hatch would be instructed, and the fieldmen would be 
instructed to carry out these branding instructions. 

Now, in the meeting with the executive on January the 15th, 
1963, did the executive undertake to have all balances 


confirmed? 
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They did. 

With regard to exhibits B-4 to B-8, which you have 
entered, would the Board of Directors have seen those 
statements before they were submitted to you? 

I was told they had. 

Did you ever discuss them with Mr. Houlton, or other 
members of the Board of Directors? 

Not these particular statements, I didn't. 

Did you discuss the monthly statements? 

Yes. 

And who would you discuss those with? 

I would discuss those with the supervisor, Mr. Hatch, and 
with Mr. Houlton. 

And what was the purpose of your discussing those monthly 
statements with Mr. Houlton? 

So that he could take this message to the Board and see 
that our instructions were complied with. 

And the excess over credit that appeared on these monthly 
statements, were they one, two thousand dollars, or 30 or 
L@ thousand dollars? 

They were usually for a smaller amount, in the two to 
three thousand dollar bracket up to, in cases of overlaps 
they would be up to 16 thousand, maybe. 

But never more=-- 

Never away up like--- 


And yet, you made a point of ‘discussing that with, net only 
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Mr,Hatch, but Mr. Houlton? 

That's right. 

E°think’ that's all. 

MR. MOSCOVICH: May Il ask one question? 

THE COURT: Yes, 

MR. MOSCOVICH RE-CROSS EXAMINES THE WITNESS: 

Mr, MacLean, if you collected, or succeeded in collecting 
all the outstanding accounts from the members would you 
come out even, presuming--- 

Collect them all? 

Yes. 

Very close, 

There would be a balance due to the Central Feeders? 

THE COURT: Well, of course, if everything was 
collected the $200,000.00 that the members are going to lose 
would be recovered, as well. 

MR. MOSCOVICH: Yes, but I say, as far as the bank 
is concerned, whoever they have a claim against, if they 
collected those funds, the bank would not be out anything? 
THE COURT: Well, that’s true, except in the 


case where there has been a settlement. 


MR. MOSCOVICH: Yes, 
THE COURT: Where there has been a big loss. 
MR. MOSCOVICH: Thank you very much. 


THE COURT CROSS EXAMINES THE WITNESS: 


Mr, MacLean, were some of these feeders your own clients? 
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Yes. 

Well now, were any of them your clients who were the big 
deficiencies? 

Yes, two of them. 

Well, which ones? 

Mehew, and Brandley. 

Alright. Now, let's take Mr. Mehew. According to the 
ledger accounts there was one account of $73,000.00 which--- 
I better have them, I don't like giving figures without 


being sure of them. 


MR. WEIR: Those are those five--- 

THE COURT: Pardon? 

MR. WEIR: Five in total that we were discussing 
before. 

THE "COURT: The Mehew account at the moment 


stands at $92,746.12, and of that amount the sum of 
$74,749.00 was transferred to his account on the 2nd of 
April, 1963 from an N.A.B. account of L. & W. Mehew. At 
that time that brought his account up to $147,050.87, and 
it has been reduced now to $92,000.00. 

Now, you get a statement there 
every month showing the amount owing to the association. 
Did you ever ask Mr. Mehew how much he owed? 

Yes, I did. I took a statement from Mr. Mehew. 
And what did he tell you? 


At the time I took the statement I think it was in the area 
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$60,000.00, or in that region. 

And how did it compare with the statement that Mr. Hatch 
had given you? | 

It was out, and I went right down to Mehew's to check this 
out, and I discovered at that time that Mr. Mehew was 
feeding the Bishop cattle, and this balanced it out. 

Well, what do you mean-== 

This brought the total up to agree with the figures he had 
given me, very: close. 

Yes, but, did it bring it up to the--- 

I never saw those figures, sir. 

Well, did it bring it up to anywhere near what--- 

No. 

What are in this exhibit? 

Not ‘near it. 

Not) near it? 

No. 

Well, how did Mr. Mehew know to tell you the figures that 
would balance with the Bishop, and with that statement? 

I dontt know. I never knew those figures existed, that 
wer thavre. 

But he did give you an explanation that did balance with 
the Bishop cattle, balanced with the figures that Mr. Hatch 


had. given you? 


Prepared on Mr. Hatch's list, pretty close to it, I should say. 


IT see. | Now then, what about Mr. Nelson? 
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MR. LEITCH: Brandley. 

THE COURT: Or Brandley, I am sorry. 

Was there any dealings with Mr. Brandley on a bank basis 
at that time? 

While I had it he was dealing with the bank, but his loan 
was locked up, at that particular time. 

His loan was what? 

There was no activity in it. 

No activaty in at. So would there be any reason for you 
discussing balances with Mr. Brandley then? 

No, except that I made a number of trips to his farm to 
verify these few cattle that he showed on this list to 

me, there was $24,000.00 worth that I was concerned about. 
And what did you find out? 

Lefound, out that, he had those cattle, pretty well, to cover 
that balance at that time. 

With cleaver brands? 

pear 

And what has happened to them? 

Some of them were sold. JI think Mr. Hinman took over some 
of them. 

I see. Did you know anything about the transfers of 
accounts from Mehew, Jones, and Nelson, and Thiessen, 

and Merrill, to Wilde, Bishop, and Johansen? 

No. 


Did you know anything about the JoHansen debit in the books? 
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The Johansen account appeared on the monthly statements. 
Did you have--- 

And that was one that we were after a contract for. 

Did you ever get a contract? 

No, we never got a contract. I kept after Mr. Hatch every 
month for that. 

And you never--- 

For several months. 

You never did get one? 

Néver did get one, I don't think so. 

Let's take one of those monthly statements and just review 
what you did tell them. One of the monthly statements. 
What were the sort of things that you--- What happened to 
them--- Hxhibit B=-2, have you got one there? Take one 
where you have written a letter to-=-- 

Now, here's one for July 31st, 1963. We would go through 
that list and we would check it first to see that these 
balances were in line with the contracts, and we would 
list the, or, first off we would ~ go through to check and 
see that we had contracts for all of these accounts, and 
we would list those that we didntt have. Then we would 
check the balances appearing on this list to see if they 
were in excess of the credit limits for these individual 
members, and we would also list the contracts that would 
be expiring the next month so that they could get working 


on those renewals, and we would prepare a form like that 
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each month, and I would write a letter, or one of my 
assistants would write a letter to S. W. Hatch, Lethbridge 
Central Feeders. 

Now, "We enclose a list of member 
accounts which are presently out of order. An increasing 
number of contracts have not yet been provided while 
numerous accounts exceed the limit authorized and shown in 
contracts on file in this office. We would appreciate you 
giving these matters your attention and hope to see the 
number of irregular accounts substantially reduced in the 
August last." 

MR. WEIR: What is the date of that letter, 
Mr. MacLean? 

This is the 23rd of August. That would be for the July 
ieee 

THE COURT: 

I think one of the first questions that you were asked was 
to the effect, when did you first learn of a serious 
situation, and you said, you repeated the word serious, or 
whatever word it was, and you said 17th of March. 

Now, when did this account start 
to worry you, not too seriously, but, enough? 

Well, these reports coming in, or these statements coming 
in every month, and this continual line-up of irregularities. 
No: brands, no contracts,.over the limits? 


Those were the things that were worrying me then. 
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Yes. But you had no reason to worry about people getting 
money who shouldn't have got money, or--- 

No, I had no indication that that condition existed. 

Was there any discussion, I know you took over recently, 

in January of 1963, and ~you*only had 1t fora’ year and 
three months before the blow-up, was there any discussion 
with you by the officers or Mr. Hatch on the question of 
the advances for feed, and such things? 

"Here were, il was trying to discourage this habit entirely, 
but Mr. Hatch, particularly, indicated that there were times 
when he felt it was warranted, and as they had been doing it 
all along we condoned this practice. 

Did you agree to go into cow-calf arrangements? Did you 
know of any of them, or--- 

I ran onto them in these inspections occasionally, and my 
understanding at the time was that these calves, when they 
were sold, would eliminate these accounts. 

Well, just two small items, involved probably 20 or 30 
thousand dollars, the Wayne Smith account, there was an 
arrangement whereby the association went into the hog 
raising business with Mr. Smith after he had accumulated 

a deficit of a considerable amount, as I remember, and 
it‘was arranged with Mr. Smith that he would deliver his 
hogs each week, or each month, and out of that arrangement 
Ellison Mills would get so much, he would get so much, and 


the association would get so much. I think it's 500 “a 
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hog, or something like that. 

Yes, or the equivalent of 500 a month. 

And after March the 19th that carried on for about two or 
three weeks, and then I am told that a cheque came in, that 
the bank refused to give Mr. Smith and Ellison Mills any 
of the cheque, is that correct? And the result is that 
you haven?t see any more hogs since, or any more money? 
Oh, yes, there have been payments since. 

Have there’ 

There was one last month, I think. 

Oh, well, that‘s--- 

MR. MOSCOVICH: Lucky. 

THE COURT: 

Well, the other thing then, is the Brandley-Hinman feeding 
agreement. Someone has suggested to me that if these 
cattle had been removed last spring that the loss would 
have been about half of what it has resulted in. 

Now, did you take any expert 
advice on that, or why were the cattle left so long with 
Mr. Brandley on the Hinman feeding proposition? 

Well, there were two reasons for it, I think. One was 
that we weren't, it was spring before I realized that 
Mr. Hinman was involved--- 

That's right, I am talking about spring. 

CG, AL Sees 


Yes, spring. Why were they left all summer and all fall, 
































ian one Os ee WA sd’ / 7 
7 Os a oe Ls be 
; Ae Ve 
ne any 
- VGai pa Ls 
ule 2, 
. tates ge igang 
wy 
ée ’ Cae 
.Nautom 8 OO: “lo yasisyv baie 
a ne re 
’ : - : ai 
qo ows Jvods tol’ xo beltiso dad? n7ll snk Homa 9 phe Apel 
: ; (we c Wa 
fait nt emeo esupodo s seis blot me Tepard OMe Soult aN, a 


wna eiiiM weetl{G bos aging -3% ovitg 64 Seen let ugaia od id 


> ie ‘A 


4 @ 
; 


juts ci divest ens brs rogyv155: Jagisye ae 7 6 


¢¥enom stom ve to ,soiie saci s'rome Yas, Boe Fae ret 


S0s}is) BUEN sg Wo 15 | ove = aed By ey aon o a 
vF 
*anede yona he 


wnidy 4 ne ion JeeL 3: (9 seni aide, 


a hy — ae 7 


‘te 
it 


gatbasi nsmatk-\ 


; ; ; 2 ieee ws gh 

sifaeit snd : A@ds grids wedge en2 oa D, 
‘ ag 

; aE) SES 8 

sasid tr Jedd sm og bevesgava asd Sioened » .Jhpmegaae 


f , ~, os a 

bisow aeol env sens BLLIGS we :( bevonoun’ 19008 pbants =~ * feed) 
7 a 

: 7 


vk beslveet eed Ji tedw to then veode ese ovat 


Syoqxs. YR Sdad Loy-pib, .woil ' BRA 


fiiw gool-oz Stel elijsc, $b Siew Yow Do" J Bild Ire saith 7 


co 
_- 
#1 
ie 
C 
oO 
rm. 
-_ 
4 
~ 
a) 
eo 
A 
= 
i 
Pe 
7 
oC 
Pa 
wo 
ve 
> 
~ 
—_ 


-_. 
} 5 : ee ac cub 

i Ww gat * wil 5 ’e! » i I L yor (US aS if Vy 3 Stay SISNT 

bee A a, ' 

seit Bawifkoen 1 snotet satige 26 TE (PE n6t 19W i 


@ 


ul 


s ry : i " 
-poirqe Jucds an biisad mse £ raed ease 


,fist tis bite treme fis steel Yad oan. WH r 


- 408 - 


at 16 cents a pound gain? 

Well, we thought, and hoped that we would be getting about 
25 cents back for them this fall’, and we would cut the 
loss on them. 

Leeee “Ou enly, got 20; eh? 

Thats right. 

Did you see the financial statement, auditor's statements 
each year, or, of course, you only saw it the last year? 
T only analyzed it the last year. 

I was just thinking that over the years sometimes in some 
years the amount owing to the bank was greater than the 
amount owing by the feeders. You never checked that? 

I never checked that. 

No. 

Anything else gentlemen? 

Is there any member of the Board of Directors who would 
like to give evidence this afternoon? Tle Mr... Paar neten 
I guess not. 

(WITNESS STANDS DOWN) 

THE COURT: Well, I guess we will adjourn for 
today. 

(HEARING ADJOURNED AT 4:05 P:M TO 10:00 A.M. DECEMBER 


17th, 1964) 
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